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SECURITIES AND EXCHANGE COMMISSION 

Washington 

U. S. SECURITIES & EXCHANGE COMMISSION 

RECEIVED 
JAN 11 1950 
4th MAIL 

DOCKET, MAIL & FILES 

FILED 

FORM 8-K 

CURRENT REPORT 

Pursuant to Section 13 or 15 (d) of the 
Securities Exchange Act of 1934 

For the Month of December, 1949 

Phillips Petroleum Company 
(Exact name of registrant as specified in charter) 

Bartlesville, Oklahoma 
(Address of principal executive offices) 

[7839] 

INFORMATION TO BE INCLUDED IN REPORT 

Item 5. Guarantees of Securities of Other Issuers. 

(a) If the registrant has guaranteed a material amount 
of securities of any issuer, other than a totally-held sub¬ 
sidiary, give the name of the issuer, the title of the securities 
guaranteed and the general effect of the contract of guar¬ 
anty. 
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(b) If any such contract of guaranty previously re¬ 
ported has been materially modified, identify the contract 
and state briefly the general effect of the modification there¬ 
in. 

Answer: 

Under date of April 19, 1948, the registrant guaranteed 
a note of Kermac Corporation (now Republic Supply Com¬ 
pany) in the principal amount of $4,125,000. Various con¬ 
tracts executed on the same date were filed as Exhibit 2 to 
the Current Report Form 8-K for the month of April, 1948. 
Under date of December 22, 1949, the guaranteed note was 
paid in full, the registrant was released from its guaranty, 
and the related contract dated April 19, 1948, was termin¬ 
ated. Various agreements executed in connection with this 
transaction are included as Exhibit 1 under Item 15 of this 
report. 

Item 9. Decrease in Amount of Securities Outstanding. 

If the amount of any class of securities of the registrant 
outstanding has been decreased through one or more trans¬ 
actions and the aggregate amount of all such decreases not 
previously reported exceeds 5 percent of the outstanding 
securities of the class, furnish the following information: 

(a) Title of the class, the amount outstanding as last 
previously reported, and the amount presently outstanding 
(as of a specified date). 

(b) A brief description of the transaction or trans¬ 
actions involving the decrease and a statement of the aggre¬ 
gate amount of cash or the nature and aggregate amount of 
any other consideration paid or to be paid by the registrant 
in connection with such transaction or transactions. 
Answer: 
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On April 19, 1948, the registrant caused the sum of 
$4,125,000 to be advanced to Kermac Corporation (the name 
of which was subsequently changed to Republic Supply 
Company) by the First National Bank of Chicago, the said 
advance of $4,125,000 being evidenced by a note therefor 
payable five years from date and guaranteed by the regis¬ 
trant. In a contract dated April 19, 1948, between Kermac 
Corporation and the registrant providing for the sale of 
supplies from Kermac Corporation to the registrant, the 
registrant assumed, as between the two parties, the primary 
obligation prior to twenty years from date of the agreement 
to repay said loan. This transaction was reported in Cur¬ 
rent Report Form 8-K for the month of April, 1948. 

On December 22, 1949, Republic Supply Company paid 
this entire loan of $4,125,000 with cash received as a result 
of the various agreements executed on that date and filed 
with this Current Report as Exhibit 1 under Item 15. The 
registrant was released from obligation for such loan and 
the said contract dated April 19, 1948, was terminated. 

[7840] 


Item 15. Exhibits . 

(a) If any exhibit previously filed by the registrant 
has been materially amended or modified, identify the ex¬ 
hibit and attach a copy of the amendment or modification 
(or a copy of the exhibit as amended or modified) as an 
exhibit to the report. 

(b) If any document of a character required to be 
filed as an exhibit to an original application for registration 
has been executed or otherwise put into effect, identify the 
document and attach a copy thereof as an exhibit to the 
report. 
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(c) If any contract, contract of guaranty of securities 
of another issuer, indenture, bonus, profit-sharing, pension 
or retirement plan, or any voting trust agreement, previous¬ 
ly filed by the registrant has been terminated otherwise 
than in due course, identify the document and state the 
date and manner of termination thereof. 

Answer: - ' • 

Exhibit 2 to Current Report Form 8-K for the month 
of April, 1948, w’as identified in that report as follows: 

“An unexecuted copy of a promissory note from Ker- 
mac Corporation to The First National Bank of Chicago. 
Loan agreement dated April 16, 1948, between The 
First National Bank of Chicago, Kermac Corporation, 
Kerr-McGee Oil Industries, Inc., and Phillips Petrole¬ 
um Company. Contract dated April 19, 1948, between 
Kermac Corporation and Phillips Petroleum Company 
providing for the sale of supplies.’’ 

On December 22, 1949, the various documents included 
in the said exhibit were amended or terminated as follows: 

(1) The promissory note from Kermac Corporation 
(now Republic Supply Company) to The First 
National Bank of Chicago was paid in full and 
cancelled. 

(2) The loan agreement dated April 16, 1948, between 
The First National Bank of Chicago, Kermac Cor¬ 
poration (now Republic Supply Company), Kerr- 
McGee Oil Industries, Inc., and Phillips Petroleum 
Company was amended by deleting therefrom all 
provisions referring or pertaining to that part of 
the loan known as the “B” loan note in the amount 
of $4,125,000 which was paid. This said amend¬ 
ment is filed herewith as Exhibit 1 (f). 
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(3) The cotract dated April 19, 1948, between Kermac 
Corporation (now Republic Supply Company) and 
Phillips Petroleum Company for the sale of sup¬ 
plies was terminated by an agreement filed here¬ 
with as Exhibit 1 (d). 

The various related agreements and documents exe¬ 
cuted on December 22,1949, in connection with these trans¬ 
actions are filed as exhibits herewith as follows: 

Exhibit 1(a)—Assignment and agreement between 
Tascosa Gas Company and Phillips Pe¬ 
troleum Company. 

Exhibit 1(b)—Gas purchase contract between Phillips 
Petroleum Company and Tascosa Gas 
Company. 

Exhibit 1(c)—Agreement between Tascosa Gas Com¬ 
pany and Phillips Petroleum Company 
in respect of proceeds of a loan in the 
amount of $7,128,000 received by Tas¬ 
cosa Gas Company from The First 
National Bank of Chicago, and other 
matters. 

Exhibit 1(d)—Agreement between Republic Supply 
Company and Phillips Petroleum Com¬ 
pany in respect of purchase and sale of 
tubular goods and supplies which super¬ 
sedes the contract dated April 19, 1948. 

[7841] 

Exhibit 1 (e)—Release of guarantee of note of Republic 
Supply Company (previously known as 
Kermac Corporation) dated April 19, 
1948. 
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Exhibit 1(f)—Modification of loan agreement dated 
April 16,1948. 

Exhibit 1(g)—Letter from Tascosa Gas Company to 
Phillips Petroleum Company dated De¬ 
cember 22, 1949. 

Exhibit 1(h)—Acceptance agreement executed by 
Phillips Petroleum Company. 

SIGNATURE 

Pursuant to the requirements of the Securities Ex¬ 
change Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned there¬ 
unto duly authorized. 

Phillips Petroleum Company 
(Registrant) 



Paul Endacott 
Vice President 


January 9,1950 
(date) 
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EXHIBIT 1 (a) 


U. S. SECURITIES & EXCHANGE COMMISSION 

RECEIVED 
JAN 11 1950 
4th MAIL 

DOCKET, MAIL & FILES 
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ASSIGNMENT AND AGREEMENT 

THIS ASSIGNMENT AND AGREEMENT, made and 
entered into as of this 22 day of December, 1949, by and 
between TASCOSA GAS COMPANY, a Delaware corpora¬ 
tion, with offices in the Kerr-McGee Building, Oklahoma 
City, Oklahoma, hereinafter called “Tascosa”, and PHIL¬ 
LIPS PETROLEUM COMPANY, a Delaware corporation, 
with offices in Bartlesville, Oklahoma, hereinafter called 
“Phillips”; 

WITNESSETH: 

Phillips is the owner of the working interest in and 
under certain oil and gas leases covering certain lands in 
the Hugoton Gas Field in Texas County, Oklahoma, and 
Sherman and Hansford Counties, Texas, which lands and 
leases are more fully described in the schedule marked 
Exhibit “A”, attached hereto and by this reference made 
a part hereof. Phillips has furnished Tascosa with photo¬ 
copies of said leases and its title opinions, curative matter, 
rental receipts, amendments, assignments and other rele¬ 
vant title data evidencing or qualifying its ownership of 
such leases. Phillips has ordered and will furnish to Tas¬ 
cosa, as received, supplemental abstracts covering all of 
said properties, supplementing to a current date subsequent 
to December 1,1949, the abstracts upon which the aforesaid 
title opinions are based. 


ARTICLE I. 

Assignment of Properties 

1. Subject to all of the further provisions of this 
agreement, Phillips hereby assigns, transfers and conveys 
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unto Tascosa all of Phillips’ right, title and interest in and to 
the dry gas rights in formations above sea level in and 
under the aforesaid oil and gas leases insofar as such leases 
cover the lands specifically described in Exhibit “A”, ex¬ 
cepting and reserving unto itself, however, the overriding 
royalties and other rights hereinafter prescribed. Phillips 
will furnish Tascosa with a separate assignment, on form 
required by the State of Oklahoma, covering specifically 
any rights herein assigned in any lease from the State of 
Oklahoma. 

2. Phillips warrants title to the interest herein as¬ 
signed only against claims by, through or under Phillips. 

3. Phillips excepts and reserves unto itself all oil and 
casinghead gas rights in all horizons and all dry gas rights 
in formations lying below sea level in and under said oil 
and gas leases, together with the appurtenant surface rights 
necessary or convenient for the development and operation 
of said leases for the production of the reserved products, 
and also the right to use of water and fuel gas for its engines 
from any formation in the development, operation and pro¬ 
duction of such reserved leasehold rights. 

4. Phillips also excepts and reserves unto itself, as an 
overriding royalty, the following portions of the entire vol¬ 
umes of dry gas (remaining after deducting the volumes 
of gas required for development and operation) produced 
and saved from formations above sea level under the lands 
described in Exhibit “A”, as that exhibit may be modified 
pursuant to Sections 5 and 6 of this Article I, to-wit: 

(a) Prior to the time the said assigned properties have 
“paid out” (as that term is defined in an agree¬ 
ment of even date between the parties hereto in 
respect of the leases hereby assigned), sixteen per 
cent (16%); 
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(b) Subsequent to the time the said assigned proper¬ 
ties have so “paid out”, forty-eight per cent (48%); 

said gas to be delivered to Phillips into the pipe line which 
may be connected to the wells, free and clear of all risk 
or cost of development, 


[7843] 

operation or maintenance of said assigned properties and 
free and clear of any and all royalties, liens or charges 
whatsoever, except that said overriding royalty interest 
shall bear ad valorem taxes levied thereon and its propor¬ 
tionate part of any taxes levied upon, measured by or with 
respect to the production of gas. 

5. In the event; 

(a) Tascosa shall, prior to the drilling of any wells 
hereunder, upon examination of title to the rights 
herein assigned, discover any title defect (includ¬ 
ing, as such, lack of appropriate rights of consoli¬ 
dation to effect unity of royalty interests in the 
section to be drilled), which, in the judgment of 
its attorneys, renders the title to any portion of 
the assigned properties unsatisfactory for drilling, 
and Phillips does not remedy such defect within 
thirty (30) days after notice thereof has been given 
in writing to it by Tascosa; or 

(b) Tascosa shall drill a well in accord with the pro¬ 
visions of this Assignment and Agreement, which, 
when tested, after acidizing and completing, shows 
an open flow of less than 2,500 M.c.f. but more 
than 200 M.c.f. of dry gas per day on a twenty 
minute pitot tube open flow test; 


1095 



7843 


then, Tascosa may, at its election, reassign to Phillips all 
of Tascosa’s right in each section of the land survey to 
which title is so defective or on which such a well is drilled, 
as the case may be, provided that such reassignment as to 
each such section shall be made by Tascosa within thirty 
(30) days after the occurrence of either of said two con¬ 
tingencies with respect to the section being so reassigned, 
and Phillips shall thereupon assign to Tascosa rights iden¬ 
tical to those herein conveyed in oil and gas leases covering 
an equal number of sections of land within the area dedi¬ 
cated to supplying the requirements of Michigan-Wisconsin 
Pipe Line Company under Phillips’ contract with that com¬ 
pany dated December 11, 1945. Such sections mutually 
selected by Phillips and Tascosa shall be substituted in 
Exhibit “A” for the sections reassigned to Phillips and shall 
be treated thereafter as though originally made a part of 
the lands and leases therein described. Upon such re¬ 
assignment to it of any section upon which such a w^ell has 
been drilled hereunder, Phillips shall reimburse Tascosa 
for all of its actual out-of-pocket expenditures incurred in 
maintaining its rights in such section and in drilling, test¬ 
ing, completing and equipping such well. In the event 
Tascosa does not so reassign to Phillips within the time 
herein specified, it will be deemed to have elected to retain 
and drill and/or operate said section or sections in accord 
with all of the provisions of this agreement. 

6 . In the event Tascosa shall, at any time or from time 
to time, drill any well in accord with the provisions of this 
Assignment and Agreement, which, when tested, after acid¬ 
izing and completing, shows an open flow of 200 M.c.f. of 
dry gas or less on a twenty minute pitot tube open flow test, 
then Tascosa shall, as often as the occasion arises, proceed 
to plug and abandon such well as a dry hole and restore the 
premises and shall then reassign to Phillips all of Tascosa’s 
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rights in the section of the land survey upon which such 
well has been drilled, and Phillips shall thereupon assign 
to Tascosa rights identical to those herein conveyed in oil 
and gas leases covering another section of land within the 
area dedicated to supplying the requirements of Michigan- 
Wisconsin Pipe Line Company under Phillips’ contract with 
that company dated December 11, 1945. Such sections mu¬ 
tually selected by Phillips and Tascosa shall be substituted 
in Exhibit “A” for the sections reassigned to Phillips and 
shall be treated thereafter as though originally made a part 
of the lands and leases therein described. 

7. As a prerequisite to reassignment by Tascosa to 
Phillips as above provided, Tascosa shall furnish Phillips 
satisfactory evidence that it has paid all bills incurred in 
drilling or other operations on the sections as to which 
rights are to be reassigned. Tascosa’s reassignment shall 

[7844] 

warrant title as against all claims by, through or under 
Tascosa, including any liens given to secure the loans men¬ 
tioned in Section 9 of Article II below. 

8. The rights herein assigned, as they may be altered 
from time to time by substitution of acreage as provided 
in Sections 5 and 6 above, shall hereinafter be referred to 
as the “assigned properties”. 


ARTICLE II. 

Development of the Assigned Properties 

1. The assigned properties shall be developed by drill¬ 
ing and completing to the depth and in the manner here- 
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inafter specified, one gas well to each section of the lands 
described in Exhibit “A”, as that exhibit may be amended. 
Tascosa shall so drill and complete sixty (60) of such wells 
prior to July 1, 1950, and shall drill and complete the re¬ 
maining forty (40) wells during the first six (6) months of 
1951. The drilling of any well upon a section which may 
subsequently be reassigned to Phillips pursuant to Sections 
5 and 6 of Article I above will not be considered in com¬ 
puting the wells herein required. Except as herein other¬ 
wise specifically provided, all wells drilled hereunder shall 
be drilled, tested, completed and equipped, all at the sole 
risk and expense of Tascosa. 

2. Tascosa will drill all wells required to be drilled 
by it hereunder in a good and workmanlike manner to a 
depth sufficient to test all horizons above sea level from 
which other wells in the immediate area are producing dry 
gas in the same gas field. Tascosa will thoroughly acidize 
the productive formation in which the well may be com¬ 
pleted and complete the well in accord with the current 
operating practice in the field. 

3. Each section of the assigned properties will be de¬ 
veloped in the sequence indicated in the schedule attached 
hereto, marked Exhibit “B” and by this reference made a 
part hereof. The location of the well upon each section will 
be selected by mutual agreement. Tascosa will promptly 
notify Phillips when each of the locations has been staked, 
giving the exact location in each section and the exact date 
on which drilling is commenced. 

4. Representatives of Phillips shall have access to all 
wells drilled on the assigned properties and the logs thereof 
at any and all times and shall be furnished with samples in 
such horizons in said wells as may be requested by Phillips 
and such drilling reports and other information regarding 
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the progress of said wells as Phillips may request. If the 
wells above provided for shall be drilled with rotary tools, 
tests shall be made at intervals of not less than five hundred 
(500) feet from the top of the hole to the ultimate depth 
thereof to determine the angle of deflection of the hole 
from vertical, and Tascosa agrees to maintain the hole 
within four degrees (4°) of the vertical. Where wells are 
drilled through or into the pay section with rotary tools 
Tascosa will run an electrical survey, including micro-log, 
on such wells so drilled hereunder and will promptly fur¬ 
nish Phillips with copies of all such electrical logs obtained 
by it and will, upon completion of the well, furnish Phillips 
with copies of all well logs. Tascosa shall keep the drilling 
mud in condition to bring representative samples to the 
surface. Phillips shall have the right to use any of the 
wells drilled hereunder to make seismic velocity determina¬ 
tions by use of the geophone, said determinations to be made 
at the expense and upon the responsibility of Phillips. Tas¬ 
cosa shall, in a good and workmanlike manner, test all 
prospective dry gas formations encountered in the drilling 
of said wells which show indications of being commercially 
productive. If any of said wells are “drilled in” with cable 
tools, the holes shall be kept dry and in condition for test¬ 
ing. If Tascosa shall take any cores while drilling said wells, 
it shall furnish Phillips with representative samples there¬ 
of and Phillips shall have the right to run core analyses on 
all such samples. Upon encountering any show of dry gas 
in any of said wells, 
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Tascosa forthwith and before drilling or testing the forma¬ 
tion where the show was encountered shall so notify Phil¬ 
lips’ Geological Department at Amarillo, Texas, or Phillips’ 
representative in the field. Tascosa will notify Phillips in 
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advance of making any production test on any well drilled 
hereunder. In addition to any and all tests made by Tas- 
cosa, Phillips may, at times arranged with Tascosa, make 
such production tests of wells drilled hereunder as it may 
desire to make at its own risk and expense. 

5. Charges for wells drilled and completed hereunder 
will not be in excess of the competitive contract price 
currently being charged by independent drilling contractors 
for drilling and completing a similar number of similar 
wells in the field. 

6. Phillips may, at its option, furnish currently, as 
needed, up to one-half (1/2) of all tubular goods required 
for the wells to be drilled hereunder, such tubular goods 
to be new and delivered at a point designated by Tascosa. 
Phillips will bill Tascosa for such tubular goods so fur¬ 
nished at mill shipment price f.o.b. the point of delivery 
in effect on the date of delivery. Tascosa shall promptly 
pay Phillips therefor upon receipt of such statements. 

7. If either party commences the drilling of a well 
for the discovery and production of its products it shall 
have no obligation to tender such well to the other party 
hereto by reason of the fact that the latter’s products may 
be encountered in said well. The drilling party shall take 
all reasonable precautions customary in the industry to 
protect the stratum and formation in which the other’s 
product is found from waste and damage and to protect 
such stratum and formation from encroachment by water, 
either from above or below, by the use of approved methods 
and applicances and, upon taking such precautions, drilling 
party shall be relieved of all liability for waste incident 
to such drilling operations. 

If either party shall drill a well nonproductive of its 
own products, but in which it has encountered the product 
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or products of the other, it shall so notify the nondrilling 
party and the latter, if it so elects, shall have the right to 
take over such well for the production of its product or 
products. If nondrilling party desires to take over such 
well it may do so by paying drilling party the full cost of 
such well to the stratum or formation in which the product 
of nondrilling party is encountered unless such cost is in 
excess of the prevailing cost in the vicinity for drilling 
wells of like character, in which event nondrilling party 
shall pay only such prevailing cost; provided, however, 
that if drilling party encounters the product or products 
of nondrilling party in a well that is located on lands al¬ 
located by the nondrilling party to a well from which it is 
producing its product or products or on lands allocated by 
nondrilling party to a drilling well from which it later pro¬ 
duces its own product or products, the take-over cost to 
nondrilling party shall be the salvage value of the recover¬ 
able equipment in said well. Payment for any and all 
take-overs hereunder shall be made within thirty (30) days 
after the well is so taken over and, upon payment being 
made during such period, nondrilling party shall be en¬ 
titled to all of its products produced and saved from said 
well. If, within five (5) days from receipt of the notice for 
which provision hereinbefore is made, nondrilling party 
does not elect to take over a well in which its product or 
products have been encountered, drilling party shall plug 
and abandon such well. If such plugging and abandonment 
is precluded or prevented by any legally constituted author¬ 
ity having jurisdiction in the premises, then and in either 
of those events drilling party shall retender said well to 
nondrilling party and the latter, within five (5) days after 
receipt of such tender, may take over such well under the 
terms and provisions hereinbefore set forth and make such 
disposition thereof as it may deem advisable, or, in lieu 
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of such action and within ten (10) days from date of tender, 
nondrilling party shall assign to drilling party the right 
to such products of the former as can be produced from 
said well at its then producing depth and drilling party 
thereafter shall be entitled to produce and market such 
products from such depth only, free and clear of all rights 
and claims of nondrilling party. Failure 

[7846] 

of nondrilling party to make an election within five (5) 
days after any well producing its product or products is 
retendered to it as hereinbefore provided shall be construed 
as a waiver of nondrilling party’s right to take over said 
well and drilling party thereafter shall be entitled to pro¬ 
duce and market such products free and clear of all rights 
and claims of nondrilling party. 

8. In the event Tascosa desires to plug and abandon 
any well drilled hereunder from which it has sold gas to 
Phillips, it shall first give Phillips written notice of such 
desire and Phillips shall have sixty (60) days after the 
receipt of such notice within which to notify Tascosa in 
writing whether or not Phillips elects to take over said 
well. In the event Phillips elects to take over said well, 
Tascosa shall reassign to Phillips its entire rights in the 
section upon which the well is located and Phillips shall 
pay Tascosa the salvage value of all recoverable materials 
in the well; provided, however, that Phillips shall not be 
required to make payment therefor until it shall have ap¬ 
proved or accepted title to the assigned properties so re¬ 
assigned to it. If Phillips shall fail or neglect to notify 
Tascosa of such election within said sixty (60) day period, 
it shall be deemed that Phillips does not elect to purchase 
said well. In the event Phillips does not elect to take over 
said well, Tascosa shall plug and abandon, remove all of its 
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lease material and equipment therefrom and restore the 
premises, all at its sole risk and expense. This section 
shall not apply to wells reassigned to Phillips pursuant to 
Section 5 of Article I above. 

9. Phillips shall have a lien, second only to that of 
The First National Bank of Chicago and The Prudential 
Insurance Company of America securing the loans made 
or to be made to Tascosa described in the Agreement be¬ 
tween the parties hereto of even date herewith, covering 
the assigned properties and all wells and equipment there¬ 
on and all production therefrom to secure the performance 
of this agreement and said Agreement by Tascosa. Tascosa 
will keep the assigned properties, including all wells and 
equipment thereon and production therefrom, free and clear 
of all other liens and charges. 


ARTICLE III. 

Maintenance of Leasehold Rights 

1. Phillips shall pay all delay rentals and shut-in gas 
well payments and other payments required by the pro¬ 
visions of the leases necessary to maintain the assigned 
properties in full force and effect which may accrue prior 
to January 1, 1952. All such payments falling due on or 
after January 1, 1952, will be made by Tascosa. Neither 
party hereto shall be liable for any inadvertent failure to 
make such payments but in the event Phillips’ failure to 
make any such payment results in the creation of a title 
defect which is not remedied by Phillips within thirty (30) 
days, Tascosa shall be entitled to substitution of a new 
section in accord with the provisions of Section 5 of Article 
I above. Phillips shall bill Tascosa for all such payments 
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made by Phillips and Tascosa will reimburse Phillips there¬ 
for promptly upon receipt of such statements. 

2. In order that the files of both Phillips and Tascosa 
may be complete, Phillips will furnish to Tascosa appropri¬ 
ate evidence of the payment of all rentals and shut-in pay¬ 
ments which Phillips may pay and Tascosa shall furnish 
to Phillips appropriate evidence of the payment of any 
rentals or shut-in well payments which Tascosa shall pay. 
Such evidence of payment of delay rentals will be fur¬ 
nished not later than five (5) days prior to the rental due 
date. Tascosa will also furnish to Phillips, immediately 
after the execution thereof, a copy of any designation effect¬ 
ing the consolidation of gas rights under the unitization 
privilege of leases covering the lands described in Exhibit 
“A”. 


ARTICLE IV. 

Sale of Gas 

1. Tascosa shall sell and Phillips shall purchase all of 
the gas produced from the assigned properties (exclusive 
of Phillips’ reserved overriding royalties) except such gas 
as may be required for development and operation, in ac¬ 
cord with the provisions of that certain Gas Purchase Con¬ 
tract of even date herewith between the parties hereto. 

[7847] 

2. Phillips, as purchaser of the gas, shall account di¬ 
rectly to the royalty owners for royalties due on the gas 
purchased under the terms of the applicable leases and 
amendments thereof. 
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ARTICLE V. 

Preferential Right to Purchase 

1. In the event Tascosa desires to sell all or any part 
of the assigned properties, Phillips shall have a preferential 
right to purchase same, and in the event Phillips shall 
desire to sell all or any part of the overriding royalties 
reserved to it hereunder, Tascosa shall have the prefer¬ 
ential right to purchase same. In such event, the party 
desiring to sell shall submit to the other party a written 
offer for the sale of such interest, specifying the price and 
terms it is willing to accept. Unless the party receiving 
such notice shall accept such proposal within thirty (3(7) 
days from date of its receipt or prior to its earlier with¬ 
drawal by the party submitting it, the party desiring to 
sell shall be free for a period of thirty (30) days to sell 
such interest to a third party upon the same price and terms 
as those quoted or for any better price and terms than those 
quoted. If a sale shall not be effected to such third party 
within said thirty (30) day period, however, the interest 
in question shall not be sold or offered for sale thereafter 
by the party desiring to sell until the same shall again be 
submitted to the other party hereto in the manner here¬ 
inbefore outlines. If, however, the party receiving said 
notice shall elect to purchase, it shall have thirty (30) days 
within which to examine title to the interest offered and 
advise the selling party of its acceptance or rejection of 
title. Upon acceptance of title, the party desiring to sell 
shall forthwith execute, acknowledge and deliver unto the 
purchasing party an assignment of said interest or interests 
in proper form and, immediately upon receipt of such as¬ 
signment, the purchasing party shall pay the selling party 
the stipulated price for the interest so acquired. 
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2. The limitations of this article shall not apply to in¬ 
stances in which either party desires to transfer its interest 
by merger, reorganization, consolidation or sale of all of 
its assets to a subsidiary or parent company in which it 
owns a majority of the stock or which owns a majority of 
its stock, but in the event of such disposition of the inter¬ 
est of either party hereto, the party acquiring such interest 
shall be bound by the provisions and limitations contained 
in this article. 

3. The limitations of this article shall not apply to 
any lien granted to secure the aforesaid loans described 
in Section 9 of Article II above. In the event of the en¬ 
forcement of any such lien, either by exercise of the power 
of sale, by judicial foreclosure or by voluntary conveyance 
to the lien holder in lieu of foreclosure, the interest of 
Tascosa may be sold, free and clear of the preferential right 
of Phillips to purchase the same as provided in Section 1 
of this article, subject, however, to the following conditions: 

(a) The party seeking to enforce any such lien shall 
immediately notify Phillips upon the commence¬ 
ment of any proceedings or other action in con¬ 
nection with such enforcement of lien. 

(b) The conveyance executed to any purchaser at any 
such sale shall be made expressly subject to all of 
the terms and provisions of this Assignment and 
Agreement. 

(c) The waiver herein contained is a limited waiver 
of the preferential right to purchase under the con¬ 
tingencies above stated and the purchaser at any 
such sale shall be and remain fully bound by the 
applicable provisions of this article. 
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ARTICLE VI. 

Miscellaneous 

1. All notices that are required or authorized to be 
given hereunder, except as otherwise specifically provided 
herein, shall be given in writing by United States mail or 
Western Union Telegram, postage or charges prepaid, and 
addressed to the party to whom such notice is given, as 
follows: 


[7848] 

Phillips Petroleum Company 
Attention: Land Department 
Bartlesville, Oklahoma 

Tascosa Gas Company 
Kerr-McGee Building 
Oklahoma City, Oklahoma 

The originating notice to be given under any provision 
hereof shall be deemed given only when received by the 
party to whom such notice is directed, and the time for 
such party to give any response thereto shall run from the 
date the originating notice is received. The second or any 
subsequent responsive notice shall be deemed given when 
deposited in the United States Post Office or with Western 
Union Telegraph Company, with postage or charges pre¬ 
paid. 

2. The terms and provisions hereof shall extend to and 
be binding upon the parties hereto, their respective assigns 
and successors in interest. 

EXECUTED as of the day and year first above written. 

PHILLIPS PETROLEUM COMPANY 
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By /s/ C. O. Stark 
Vice President 


TASCOSA GAS COMPANY 

By /s/ D. A. McGee 
President 


ATTEST: (Seal) 

/s/ Paul J. Parker 
Assistant Secretary 

ATTEST: (Seal) 


/s/ Dean Terrill 

Secretary 


[7849] 

EXHIBIT 1 (b) 

GAS PURCHASE CONTRACT 

THIS CONTRACT entered into as of this 22 day of 
December, 1949, by and between PHILLIPS PETROLEUM 
COMPANY, a Delaware corporation with an operating of¬ 
fice at Bartlesville, Oklahoma, hereinafter referred to as 
“Buyer”, and TASCOSA GAS COMPANY, a Delaware cor¬ 
poration with offices in the Kerr-McGee Building, Okla¬ 
homa City, Oklahoma, hereinafter referred to as “Seller”; 

WITNESSETH: 

Buyer represents to Seller that Buyer has entered into 
a contract with Michigan-Wisconsin Pipe Line Company 
pursuant to which Buyer herein is obligated to make avail¬ 
able to said pipe line company certain reserves of natural 
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gas, by dedicating to said pipe line company the reserves 
of natural gas accumulated, at depths above sea level, in 
and under leases belonging to others with whom Buyer may 
enter into contracts for the purchase of natural gas, which 
leases are situated in Dallam, Sherman and Hansford Coun¬ 
ties, Texas, and in Texas County, Oklahoma, and which 
comprise a part of the so-called Hugoton Gas Field (which 
gas field covers approximately 2,500,000 acres of land in 
Kansas, Oklahoma and Texas). In and by the said contract 
between Buyer herein and said pipe line company, said 
pipe line company agrees to purchase its requirements of 
gas up to 343 million cubic feet per day (at 14.735 pounds 
and 60° F.) from Buyer in said area. 

Seller represents that it is the owner of rights con¬ 
veyed to it in the Assignment and Agreement of even date 
herewith between the parties hereto in and under the lands 
described in the schedule attached to that Assignment and 
Agreement as Exhibit “A”, as that exhibit may be modified 
(hereinafter referred to as “the acreage covered hereby”). 

It is understood that Buyer shall not be required to 
dedicate or deliver all of the gas purchased hereunder to 
Michigan-Wisconsin Pipe Line Company but shall have the 
right to use or sell to others than Michigan-Wisconsin Pipe 
Line Company a portion of the gas purchased hereunder. 

NOW, THEREFORE, in consideration of the sum of Ten 
Dollars ($10.00), in hand paid by Buyer to Seller, and 
other good and valuable considerations, the receipt and suf¬ 
ficiency whereof is hereby acknowledged, and, further, in 
consideration of the mutual benefits and advantages flowing 
to Seller and to Buyer hereunder, the parties hereto agree 
as follows: 
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ARTICLE I. 

SALE AND PURCHASE OF GAS 

Section 1. Subject to and in accordance with the terms 
of this contract, Seller agrees to sell and deliver to Buyer 
and Buyer agrees to purchase and pay for all natural gas 
produced from the acreage covered hereby (exclusive of 
Buyer’s reserved overriding royalties), except such volumes 
of gas as shall be required for the development and opera¬ 
tion of said acreage for oil and gas purposes and such 
volumes of gas as may be reserved to and taken by lessors 
for domestic purposes. 

Section 2. Buyer agrees that with respect to and with¬ 
in the limits of each market to which Buyer shall deliver 
gas purchased hereunder, Buyer will take natural gas 
ratably from the acreage covered hereby in the same pro¬ 
portion that it takes natural gas from all other wells in 
the same field for such market. It is recognized and agreed 
that in taking natural gas ratably Buyer will be unable, due 
to varying operating conditions, to withdraw natural gas 
in exact ratable proportions during any specific month, but 
Buyer agrees that, to the best of its ability, by balancing 
excesses against deficiencies during a period of reasonable 
duration, it will maintain a ratable proportion of with¬ 
drawals for each market from the acreage covered hereby 
as compared with withdrawals from all other wells in the 
same field from which it takes gas for such market. 

Section 3. Subject to and in accordance with the terms 
of this contract, Seller hereby dedicates to the fulfillment 
of its obligation to sell and deliver gas to Buyer hereunder 
all its rights in the gas and gas reserves in and under all 
of the acreage covered hereby. 
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ARTICLE II. 

TERM 

This agreement shall remain in force and effect from 
the date hereof and thereafter as long as any of the oil and 
gas leases or gas leases on the acreage covered hereby, or 
any extensions or renewals thereof, remain in force and 
effect and gas shall be produced from such leases from 
depths above sea level. 


ARTICLE III. 

DELIVERY POINT 

Section 1. The point of delivery for all gas purchased 
and sold hereunder shall be at the mouths of the respective 
wells on the acreage covered hereby. 

Section 2. In so far as Seller is able to convey such 
rights, Buyer shall have and it hereby is granted an ease¬ 
ment and servitude on the acreage covered hereby for in¬ 
stalling, operating and maintaining equipment used in con¬ 
junction with the measurement and removal of gas pur¬ 
chased and sold hereunder, shall have the right to operate, 
inspect and test such equipment at any time and shall have 
free access at all times to any part of the acreage covered 
hereby for any purpose connected with any matter or thing 
covered by this contract. 

Section 3. Seller shall be deemed to be in control and 
possession of the gas deliverable hereunder and responsible 
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for any damage or injury caused thereby until said gas 
shall have been delivered to Buyer at the delivery points, 
after which delivery Buyer shall be deemed to be in ex¬ 
clusive control and possession of the gas and responsible 
for any injury or damage caused thereby. 


ARTICLE IV. 

DEFINITIONS 

For the purpose of this contract only: 

1. The terms “gas” and “natural gas” shall mean natu¬ 
ral gas produced from gas wells from depths above sea 
level and shall not include casinghead gas. 

2. The term “gas lease” shall mean all rights in respect 
of gas produced from gas wells under gas leases or oil and 
gas leases, but does not include any rights in respect of 
crude oil or casinghead gas. 

3. The term “casinghead gas” shall mean gas produced 
from oil wells together with the crude oil and from the 
same formation or formations from which the crude oil is 
produced. 

4. The term “ratably” as used herein means taking 
or producing the volume of gas necessary to be taken or 
produced from any developed unit in order to produce 
such unit without discrimination and proportionately with 
other developed units, as determined by valid statutes and 
regulatory orders, or, in the absence of such statutes or 
regulatory orders, by a proper engineering formula giving 
weight to acreage, said formula to be selected by Buyer 
after consultation with Seller. 


1112 


7851 


ARTICLE V. 

AVAILABILITY OF GAS 

Section 1. Upon the commencement of operations for 
the drilling of any well on the acreage covered hereby, 
Seller shall notify Buyer in writing as to the location of 
such well and the estimated number of days that will be 
required to complete the same. Upon completion of said 
well, Seller shall forthwith advise Buyer in writing as to 
the production encountered, if any, setting forth the daily 
volume or volumes thereof as reflected by any test or tests 
that may be required by the Railroad Commission of Texas 
or the Corporation Commission of Oklahoma. Buyer shall 
complete the installation of all necessary lines, measuring 
stations and other equipment required to connect each well 
drilled on the acreage covered hereby and begin taking 
natural gas from each such well within sixty (60) days 
from the date of receipt of notice that Seller has completed 
such well as a producer of natural gas in commercial 
quantities. 


[7851] 

Section 2. Buyer agrees that, without cost or expense 
to Seller, it will construct, install, maintain and operate, or 
cause to be constructed, installed, maintained and operated, 
gathering facilities and equipment adequate and sufficient 
in size and capacity to enable it at all times to receive and 
take gas ratably as provided in Section 2 of Article I hereof. 

Section 3. Notwithstanding the provisions of Section 
2 of this Article V, Buyer shall not be obligated 

(a) to connect to any well of Seller, or 

(b) to reconnect to any well of Seller from which it 
has disconnected, as authorized by any provision 
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of this contract, and from which it has removed 
the meter and gathering facilities serving that 
well only, 

unless said well has the ability to produce a daily average 
volume of 100,000 cubic feet of natural gas per day at the 
end of seventy-two (72) hours’ flow against back pressure 
at the well equal to eighty per cent (80%) of the shut-in 
wellhead pressure of such well; provided, that if Buyer 
elects not to connect or reconnect to any such well, as the 
case may be, Buyer nevertheless shall, upon Seller’s re¬ 
quest, accept gas from any such well of smaller capacity if 
Seller shall bear the cost of facilities, including pipe line, 
valves, meter and compressing equipment, necessary to 
deliver and measure the gas from such well into Buyer’s 
nearest pipe line. Buyer shall not be required to continue 
taking natural gas from and Buyer shall have the right to 
disconnect from any well of Seller when the natural shut- 
in well pressure of such well drops below fifty (50) pounds. 
If, after Seller shall have made such tests or taken such 
remedial measures with respect to any well drilled by Seller 
on the acreage covered hereby as a reasonably prudent 
operator, under the same or similar circumstances, would 
make in a good faith effort to comply with this contract, 
and Buyer has not connected or reconnected therewith and 
is not obligated under the provisions of this contract to 
connect or reconnect therewith, then Seller shall have the 
right, free of this contract, to use or to sell to others than 
Buyer any gas thereafter produced from such well, and 
at any time thereafter, on Seller’s written request, Buyer 
shall release the said well, together with the surrounding 
acreage which constitutes the unit on which said well is 
located, from all of the obligations of this contract. 
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ARTICLE VI. 

QUALITY 

Section 1. All gas delivered by Seller under the terms 
of this contract shall conform to the following specifica¬ 
tions: 

(a) Solids. The gas delivered at each delivery point 
shall be commercially free from solid matter, dust, 
gums and gum-forming constituents which might 
interfere with its merchantability or cause injury 
to or interference with proper operation of the 
lines, regulators, meters or other appliances 
through which it flows. 

(b) Oxygen. The gas delivered at each delivery point 
shall not have an oxygen content in excess of one 
per cent (1%) by volume at any time and Seller 
shall make every reasonable effort to keep the gas 
free of oxygen. 

Section 2. Buyer shall have the right to reject any gas 
delivered from any well which does not meet the specifica¬ 
tions of subparagraph (a) or (b) of Section 1 above. In 
the event Buyer shall discontinue taking gas from any well 
by reason of any of the provisions of this Article VI and 
if, by diligent effort by Seller, the gas from such well cannot 
be made acceptable to Buyer, Seller shall thereafter have 
the right to use or sell the gas from any such well to others 
free of this contract and, upon Seller’s written request, the 
acreage allocated to said well shall thereafter be released 
from this contract. 


1115 



7851 


ARTICLE VII. 

PRICE 

The price for all gas sold and purchased hereunder 
which is measured without correction for deviation from 
ideal gas laws shall be 6.2531 cents per M.c.f. The 

[7852] 

price for all gas sold and purchased hereunder which is 
measured with correction for deviation from ideal gas laws 
shall be a price which bears the same ratio to 6.2531 cents 
per M.c.f. as the volume which would have been obtained 
had such gas been measured without correction for such 
deviation bears to the volume so measured with correction 
for such deviation. 


ARTICLE VIII. 

TAXES 

Seller shall pay all present and future property taxes 
on its gas rights and facilities, except future increases in 
gross production taxes levied in lieu of property taxes, and 
shall pay all gross production taxes, severance taxes and 
other excise taxes levied at the rates now existing upon or 
in respect of the gas delivered hereunder up to the point 
of delivery of the gas to Buyer. It is understood that 
Buyer's contract with Michigan-Wisconsin Pipe Line Com¬ 
pany provides that the latter shall assume three-fourths 
(3/4) of all increases above the present rates of gross pro¬ 
duction taxes, severance taxes and excise taxes upon or 
in respect of the gas delivered hereunder and taken by 
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said pipe line company or upon or in respect of the pro¬ 
duction or handling thereof and Buyer hereby agrees to 
assume three-fourths (3/4) of all increases above the pres¬ 
ent rates of such taxes upon or in respect of the gas de¬ 
livered hereunder and disposed of in other markets or used 
by Buyer. It is agreed that the remaining one-fourth (1/4) 
of all such increases applicable to the gas delivered here¬ 
under while it remains in the possession of Seller shall be 
borne by Seller herein. The term “excise taxes” as used 
in this section shall not include any taxes based on income, 
profits or the right to exercise the corporate franchise of 
Seller, all of which and all increases in which shall be paid 
by Seller. 


ARTICLE IX. 

STANDARDS OF MEASUREMENTS AND TESTS 

Section 1. The unft of volume of gas delivered here¬ 
under shall be one cubic foot of gas at an absolute pressure 
of 14.65 pounds per square inch and at a base temperature 
of 60° F. 

Section 2. The volumes of gas delivered hereunder 
from wells in Oklahoma shall be computed in accordance 
with the methods prescribed in Gas Measurements Com¬ 
mittee Report No. 2, Natural Gas Department, American 
Gas Association, including the Appendix thereto as pub¬ 
lished May 6, 1935, except that the gas shall be assumed 
to observe Boyle's Law, the atmospheric pressure shall be 
assumed to be 13.2 pounds per square inch and the flowing 
temperature of the gas shall be assumed to be 60° F., unless 
the Buyer, at its option, installs a recording thermometer 
or thermometers to record the temperature of gas flowing 
through meters, in which event the arithmetic average 
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temperature at any meter during each chart period shall 
be used in computing the volumes of gas measured through 
such meter during such period. 

Section 3. The volumes of gas delivered hereunder 
from wells in Texas shall be computed as provided in Sec¬ 
tion 2 of this article except insofar as the applicable rules, 
regulations and orders of the Railroad Commission of Texas 
require deviation from such methods. 

Section 4. Tests shall be taken for the purpose of de¬ 
termining ratable takes hereunder as provided in Section 2 
of Article I on all connected wells annually and as far as 
practicable during the months of July. August and Sep¬ 
tember. Tests of each newly completed well and of each 
well not connected at the time of the last annual test shall 
be made within thirty (30) days following the connection 
thereof. Advance notice of the date upon which each and 
every' such test of wells of Seller is to be made shall be 
given to Seller that the latter may have representatives 
present to witness such tests. 

ARTICLE X. 

MEASUREMENT 

Section 1. Buyer shall install, maintain and operate at 
its own expense all equipment required for the measure¬ 
ment of volumes and temperatures of all gas delivered 
hereunder. Seller shall have access to such measuring 
equipment at all reasonable 
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hours, but the calibrating and adjusting thereof and the 
changing of charts shall be done only by Buyer. Buyer 
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shall mail or deliver to Seller for checking and calculation 
all volume and temperature meter charts used in the meas¬ 
urement of gas delivered hereunder within five (5) days 
after the last chart for each billing period is removed from 
the meter. Such charts shall be mailed or returned to Buyer 
within five (5) days after receipt thereof by Seller. 

Section 2. Seller may install, maintain and operate 
such check measuring equipment as it shall desire. 

Section 3. Buyer and Seller shall each have the right 
to be present at the time of any installing, testing, cleaning, 
changing, repairing, inspecting, calibrating or adjusting 
done in connection with the measuring equipment of the 
other used in measuring deliveries hereunder. The party 
performing such work shall give the other party hereto 
reasonable notice of the time and place such work -shall 
be performed that the latter may have a representative or 
representatives present if it so desires. 

Section 4. If, for any reason, Buyer’s measuring equip¬ 
ment is out of service or out of repair, with the result that 
the quantity of gas delivered is not correctly indicated by 
the reading thereof, the gas delivered through the period 
such measuring equipment is out of service or out of repair 
shall be estimated and agreed upon on the basis of the 
best data available, using the first of the following methods 
which is feasible: 

(a) By using the registration of any check measuring 
equipment if installed and accurately registering; 

(b) By correcting the error if the percentage of error 
is ascertainable by calibration, test or mathemati¬ 
cal calculations; or 

(c) By estimating the quantity of delivery by deliver¬ 
ies during preceding periods under similar con- 
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ditions when the meter equipment was registering 
accurately. 

Section 5. The accuracy of the measuring equipment 
at all places of delivery shall be verified at reasonable 
intervals and whenever requested by Seller. If any such 
verification shall be requested by Seller and, upon veri¬ 
fication, the measuring equipment shall be found to be 
registering correctly, the cost of such verification shall be 
charged to and borne by Seller; otherwise the cost of all 
such verifications shall be borne by Buyer. 

Section 6. If, upon any test, measuring equipment is 
found to be not more than two per cent (2%) fast or slow, 
previous readings of such equipment shall be considered 
correct in computing the deliveries of gas hereunder, but 
such equipment shall forthwith be adjusted to record accu¬ 
rately. If, upon any test, any measuring equipment shall 
be found to be inaccurate by an amount exceeding two 
per cent (2%) then and in that event any previous read¬ 
ings of such equipment shall be corrected to zero error for 
any period which is known definitely or agreed upon, but 
in case the period is not known definitely or agreed upon, 
such correction shall be for a period covering the last half 
of the time elapsed since the last test, but not exceeding 
a period of fifteen (15) days. 

Section 7. Each party hereto shall preserve or cause 
to be preserved for a period of at least six (6) years all 
test data, charts or other similar records. 

ARTICLE XI. 

PAYMENTS 

On or before the 20th day of each calendar month 
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during the term hereof, Buyer shall pay Seller for all of 
its gas delivered hereunder (exclusive of amounts credit¬ 
able to royalty interests) during the preceding calendar 
month. Such payments shall be accompanied by a state¬ 
ment reflecting the volumes of gas delivered to Buyer from 
each well on the acreage covered hereby. 


ARTICLE XII. 

WARRANTY 

Seller warrants unto Buyer the title to all gas delivered 
hereunder. 
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ARTICLE XIII. 

FORCE MAJEURE 

Neither party hereto shall be liable for any failure of 
performance due to strikes or lockouts or to causes of any 
kind or character beyond its control; provided, however, 
that no cause shall relieve Buyer of its obligation to make 
payment for all gas delivered hereunder and meeting the 
specifications hereinbefore set forth. If either party hereto 
shall be unable to perform on account of any such cause, 
such party shall give the other party notice thereof in 
writing or by telegraph as soon as possible after the occur¬ 
rence of the cause relied on and also shall give the other 
party like notice of the cessation of said cause. 
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ARTICLE XIV. 

MISCELLANEOUS 

Section 1. No waiver by either party of any one or 
more defaults by the other party in the performance of any 
of the provisions of this contract shall operate or be con¬ 
strued as a waiver of any other or further default or de¬ 
faults, whether of a like or of a different character. 

Section 2. All notices that are required or authorized 
to be given hereunder, except as otherwise specifically pro¬ 
vided herein, shall be given in writing by United States 
Mail or Western Union Telegram, postage or charges pre¬ 
paid, and addressed to the party to whom such notice is 
given as follows: 

Buyer: Phillips Petroleum Company 
Bartlesville, Oklahoma 

Seller: Tascosa Gas Company 
Kerr-McGee Building 
Oklahoma City, Oklahoma. 

The originating notice to be given under any provision 
hereof shall be deemed given only when received by the 
party to whom such notice is directed and the time for 
such party to give any notice in response thereto shall run 
from the date the originating notice is received. The second 
or any subsequent responsive notice shall be deemed given 
when deposited in the United States Post Office or with 
Western Union Telegraph Company with the postage or 
charges prepaid. 

Section 3. Each party shall have the right, at all rea¬ 
sonable times, to examine the books, records, charts, meters, 
measuring equipment and other pertinent matter and data 
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and to witness tests of the other party to the extent neces¬ 
sary to verify the accuracy of any statement, charge, com¬ 
putation or demand made under or pursuant to any of the 
provisions of this contract. 

Section 4. The term “day” as used herein shall mean 
a period of twenty-four (24) consecutive hours beginning 
and ending at 7:00 O’clock A. M. Central Standard Time 
or such other standard time as shall be in effect at the 
points of delivery hereinbefore specified. 

Section 5. This contract is made subject to and in 
contemplation of all valid laws of the States of Texas and 
Oklahoma and of the United States of America and all 
valid rules, orders and regulations promulgated by any 
lawfully constituted authority having jurisdiction in the 
premises. Each party hereto shall be entitled to presume 
the validity of all orders, rules, regulations and laws of 
any authority purporting to have jurisdiction insofar as the 
same apply to such party or its performance hereunder. 

Section. 6. The rights of either party hereunder may 
be assigned in whole or in part and the provisions hereof 
shall extend to, be binding upon and inure to the benefit 
of the parties hereto, their respective successors and assigns. 
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IN WITNESS WHEREOF, this contract is executed in 
duplicate, each copy for all purposes to be deemed an 
original, the day and year first above written. 

PHILLIPS PETROLEUM COMPANY 

By /s/ C. O. Stark 

Vice President 

TASCOSA GAS COMPANY 
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By 


/s/ D. A. McGee 
President 


ATTEST: (Seal) 

/s/ Paul J. Parker 
Assistant Secretary 

ATTEST: (Seal) 

/s/ Dean Terrill 

Secretary 
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AGREEMENT 

THIS AGREEMENT, made and entered into as of this 
22nd day of December, 1949, by and between TASCOSA 
GAS COMPANY, a Delaware corporation with offices in 
the Kerr-McGee Building, Oklahoma City, Oklahoma, here¬ 
inafter called “Tascosa”, and PHILLIPS PETROLEUM 
COMPANY, a Delaware corporation with offices in Bartles¬ 
ville, Oklahoma, hereinafter called “Phillips”, 

WITNESSETH: 

WHEREAS, the parties hereto have entered into the 
following related contracts, all effective as of the date 
hereof: 


A. Assignment and Agreement covering as¬ 
signment from Phillips to Tascosa of certain gas 
rights in certain acreage in the Hugoton Gas Field 
and the development and operation thereof by 
Tascosa; 
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B. Gas Purchase Contract covering sale of gas 
produced from said assigned properties by Tascosa 
to Phillips; and 

C. Republic Contract covering sale of tubular 
goods and supplies by Republic Supply Company 
to Phillips and application of one-half of Republic’s 
gross profits on such sales to repayment of ad¬ 
vances made by Tascosa to Republic out of the pro¬ 
ceeds of the Loan Agreement described below; 


and 

WHEREAS, Tascosa is currently entering into a Lean 
Agreement of even date herewith with the First National 
Bank of Chicago and The Prudential Insurance Company 
of America, which Loan Agreement provides for the loan 
to Tascosa of an aggregate amount of $7,128,000 with an 
average interest rate over the life of the loan of 3.375% per 
annum, with provision for repayment of the principal there¬ 
of annually in eighteen equal installments commencing 
January, 1953, with the right to Tascosa to make certain 
principal prepayments without penalty; 

NOW, THEREFORE, the premises considered, the par¬ 
ties mutually agree as follows: 


ARTICLE I 

1. Tascosa agrees that it will forthwith loan to Re¬ 
public Supply Company $4,125,000 of the proceeds of the 
aforesaid loan, to be applied by Republic to the repayment 
of that portion of the B loan described in the Loan Agree¬ 
ment of April 16, 1948, between The First National Bank 
of Chicago and Kermac Corporation (now named Republic 
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Supply Company), which has been guaranteed by Phillips. 
Tascosa shall furnish or cause to be furnished to Phillips 
prior to December 31, 1949, satisfactory evidence of pay¬ 
ment of said $4,125,000 portion of said B loan and the re¬ 
lease to and of Phillips from any and all obligations and 
liabilities with respect thereto. 

2. Tascosa will utilize the remainder of the proceeds 
of said loan to it as follows: 

(a) First, to pay the costs of drilling, testing, com¬ 
pleting and equipping the wells provided to be 
drilled by the provisions of said Assignment and 
Agreement. 

(b) Second, the balance, if any, remaining after ex¬ 
piration of thirty (30) days following the com¬ 
pletion of all of said 

[7857] 

wells provided to be drilled by the terms of said 
Assignment and Agreement, shall then be applied 
as a prepayment on the aforesaid loan to Tascosa. 

3. Tascosa will promptly apply to the repayment of 
said loan to it all other monies received by it from any 
source (including any monies received by it from Republic 
under the provisions of Section 4 of said Republic Contract) 
except: 

(a) Such amounts as may be necessary to pay the costs 
of maintenance and operating expenses on the as¬ 
signed properties, including taxes, and the costs of 
drilling, testing, completing and equipping wells, 
to the extent that such costs may not have been 
paid out of the proceeds of the aforesaid loan as 
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stipulated in Section 2 above, all of which costs 
and expenses shall be computed in accordance 
with the said Assignment and Agreement and the 
Accounting Procedure Schedule marked Exhibit 
“A”, attached hereto and by this reference made 
a part hereof; 

(b) Such thereof as represents its paid-in capital, pro¬ 
vided none thereof shall be used to carry on any 
business or activity other than that contemplated 
by this and the other agreements referred to in 
the preamble hereof. 

4. The assigned properties will be deemed to have 
been “paid out”, as that term is used in this agreement and 
in said Assignment and Agreement, when the aforesaid 
loan to Tascosa, together with all interest thereon, has 
been fully paid in cash and the aggregate monies received 
by Tascosa (other than those described in subparagraph 
(b) of Section 3 above and other than the proceeds of said 
loan) in excess of the aggregate amounts paid on said 
loan, including interest, equal the aggregate of the charges 
mentioned in subparagraph (a) of Section 3 above. 

5. Tascosa shall keep proper records and books of ac¬ 
count covering all of its operations affecting the payout of 
properties assigned to it pursuant to the said Assignment 
and Agreement, and Phillips shall have access to said books 
and records and the right to audit them at any reasonable 
time or from time to time. Tascosa shall furnish Phillips, 
prior to the end of each month, statements showing the 
status of the payout of the said assigned properties which 
shall include all charges and credits thereto for the pre¬ 
ceding month. Tascosa will prepare balance sheets and 
operating statements at regular intervals, not less frequent¬ 
ly than once each calendar quarter, and will promptly 
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furnish to Phillips a copy of each such balance sheet and 
operating statement. 


ARTICLE II 

1. Expected minimum sales of gas under the aforesaid 
Gas Purchase Contract creditable to Tascosa’s interest are 
as follows: 

(a) During the calendar year 1950, an average of 
477,000 M.c.f. per month. 

(b) During the calendar year 1951, an average of 
742,000 M.c.f. per month. 

(c) During the period from January 1, 1952, until the 
assigned properties shall have paid out, an average 
of 1,060,000 M.c.f. per month. 

2. (i) On or before the 20th of each month immedi¬ 
ately following each calendar quarter of the years 1950 
and 1951, Phillips shall pay to Tascosa a sum equal to 
the amount, if any, by which the value of expected 
minimum sales calculated at the price specified in said 
Gas Purchase Contract up to the end of the preceding 
calendar quarter exceeds the aggregate total of: 

[7858] 

(a) Amounts theretofore paid to Tascosa under this 
section; and 

(b) Amounts received by Tascosa from Republic pur¬ 
suant to the terms of the aforesaid Republic Con¬ 
tract; and 
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(c) Amounts paid for gas delivered under said Gas 

Purchase Contract; and 

(ii) On or before July 20, 1952, and thereafter on 
or before each January 20th and July 20th immediate¬ 
ly following each calendar half year expiring during 
the period specified in subparagraph (c) of Section 1 
of this Article II, Phillips shall pay to Tascosa a sum 
equal to the amount, if any, by which the value of 
expected minimum sales calculated at the price speci¬ 
fied in said Gas Purchase Contract from January 1, 
1950, to the end of the preceding calendar half year 
exceeds the aggregate total of: 

(a) Amounts theretofore paid to Tascosa from 

January 1, 1950, under this Article II; and 

(b) Amounts received by Tascosa from Republic 
pursuant to the terms of the aforesaid Republic 
Contract from January 1„ 1950; and 

(c) Amounts paid for gas delivered under said 
Gas Purchase Contract from January 1, 1950; 

it being agreed that Phillips will continue to make the 
payments provided above to Tascosa regardless of the 
volumes of gas produced or the effect of any law or govern¬ 
mental action affecting the price of natural gas; and any 
payments made pursuant to this Article II shall be deemed 
a prepayment to Tascosa for gas which may thereafter be 
delivered under said Gas Purchase Contract and shall be 
applied on the purchase price of first gas delivered in any 
subsequent month or months in excess of the aforesaid 
minimum quantities, provided that any such amounts not 
so applied prior to the time that the assigned properties 
are paid out, will then be repaid to Phillips by Tascosa 
out of all of Tascosa’s net income. 
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ARTICLE III 

Forty-eight per cent (48%) of the entire amount of 
all payments received by Tascosa from Republic, paid in 
accordance with the requirements of the aforesaid Republic 
Contract after the aforesaid assigned properties shall have 
paid out will, when received by Tascosa, be immediately 
paid over and delivered by Tascosa to Phillips. 

ARTICLE IV 

1. This agreement is entered into as a part of the 
transaction covered by this agreement and the other instru¬ 
ments referred to in the preamble hereof, and all thereof 
shall be construed together; provided this agreement shall 
remain in full force and effect until the assigned properties 
have been paid out, regardless of the expiration or ter¬ 
mination for any reason of any or all of the other agree¬ 
ments referred to in the preamble hereof. 

2. This agreement shall extend to and be binding upon 
the parties hereto and their respective assigns and suc¬ 
cessors in interest, it being agreed, however, that each 
of the parties hereto shall remain primarily liable here¬ 
under and under the other agreements mentioned in Sec¬ 
tion 1 of this Article IV, notwithstanding any assignment 
or transfer of its rights, titles, interests and benefits in and 
under said agreements. 
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EXECUTED as of the day and year first above written. 

TASCOSA GAS COMPANY 

By /s/ D. A. McGee 
President 


1130 


7860 


PHILLIPS PETROLEUM COMPANY 

By /s/ C. O. Stark 
Vice President 

ATTEST: 

/s/ Dean Terrill (Seal) 

Secretary 

ATTEST: 

/s/ Paul J. Parker 
Assistant Secretary 

SEAL 
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“EXHIBIT A” 

Attached to and made a part of Agreement 
between Tascosa Gas Company and Phillips 
Petroleum Company, dated December 22, 1949 

ACCOUNTING PROCEDURE 

The term “joint property” as herein used shall be con¬ 
strued to mean the assigned properties covered by the 
agreement to which this “Accounting Procedure” is at¬ 
tached. 

The term “joint account” as herein used shall be con¬ 
strued to mean the account which will be kept to determine 
when said assigned properties shall have “paid out” as that 
term is defined in Article I of the Agreement to which 
this “Accounting Procedure” is attached. 
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The term “Operator” as herein used shall be construed 
to mean Tascosa Gas Company. 

The term “Non-operator as herein used shall be con¬ 
strued to mean Phillips Petroleum Company. 

I. DEVELOPMENT AND OPERATING CHARGES 

Subject to limitations hereinafter prescribed, Operator 
shall charge the joint account with the following items: 

(1) Delay or other rentals. 

(2) Labor, teaming and other services necessary for the 
development, maintenance and operation of the joint 
property, other than services performed by Phillips 
for which no charge is made. 

(3) Materials, equipment and supplies purchased and/or 
furnished by Operator from its warehouse stocks or 
from its other leases for use on the joint property. In 
so far as is practical and consistent with efficient and 
economical operation, only such materials shall be 
purchased for or transferred to the joint property as 
are required for immediate use, and the accumula¬ 
tion of warehouse and/or lease stock on the joint 
property shall be avoided. 

(4) Moving materials to the joint property from vendor’s 
or from Operator’s warehouse in the district or from 
other properties of Operator, but in either of the last 
events no charge shall be made to the joint account 
for a distance greater than the distance from the 
nearest reliable supply store or railway receiving 
point. 

(5) Moving surplus materials from the joint property to 
outside vendees, if sold f.o.b. destination, or minor re- 


1132 


7860 


turns to Operator's warehouse or other storage point. 
No charge shall be made to the joint account for 
moving major surplus materials to Operator's ware¬ 
house or other storage point for a distance greater 
than the distance to the nearest reliable supply store 
or railway receiving point, except by special agree¬ 
ment with Non-operator; and no charge shall be made 
to the joint account for moving materials to other 
properties belonging to Operator, except by special 
agreement with Non-operator. 

(6) Use of and service by Operator’s exclusively owned 
equipment and utilities as provided in Paragraph (6) 
of Section II: “Basis of Charges to Joint Account.” 

(7) Damages or losses incurred by fire, flood, storm or 
from any other cause not controllable by Operator 
through the exercise of reasonable diligence. Oper¬ 
ator shall furnish Non-operator written notice of 
damages or losses incurred by fire, storm, flood or 
other natural or accidental causes as soon as prac¬ 
ticable after report of the same has been received by 
Operator. 

(8) Expenses of litigation, liens, judgments and liquid¬ 
ated claims involving the joint property or incident 
to its development and operation. Actual expenses 
incurred by Operator or Non-operator in securing 
evidence pertaining to the joint property shall be a 
proper charge against the joint account. 

(a) When any case, by prior agreement, is handled 
by Operator’s and/or Non-operator’s legal staff, 
thereby eliminating the retaining of outside 
counsel, a charge commensurate with the cost of 
services rendered may be made to the joint ac¬ 
count Charges of this nature shall not be ren- 
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dered until the respective legal departments 
have agreed upon the proper amount. 

(b) Fees and expenses of outside attorneys shall not 
be charged to the joint account except where 
the employment of such outside attorneys is 
authorized by operator and non-operator. 

(9) All taxes paid by operator including ad valorem, 
property, gross production, occupation and any other 
taxes assessed against the jointly-owned properties, 
the production therefrom or the operations thereon, 
and income taxes and corporate franchise taxes. 

(10) Insurance: 

(a) Premiums paid for insurance carried for the 
benefit of the joint account together with all 
expenditures incurred and paid in settlement of 
any and all losses, claims, damages, judgments 
and other expenses, including legal services, not 
recovered from insurance carrier. 

(b) If no insurance is required to be carried, all ac¬ 
tual expenditures incurred and paid by Operator 
in settlement of any and all losses, claims, dam¬ 
ages, judgments and any other expenses, includ¬ 
ing legal services, shall be charged to the joint 
account. 

(11) District and Camp Expense: 

(a) District Expense: A proportionate share of the 
salaries and expenses of Operator’s district 
superintendent and other general district em¬ 
ployes serving the joint property whose time is 
not allocated directly to the joint property, and 
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a proportionate share of the expense of main¬ 
taining and operating a district office in conduct¬ 
ing the management of operations on the joint 
property and other properties in the same local¬ 
ity owned and operated by Operator, such 
charges to be apportioned to such properties 
served on the following basis: . 

(b) Camp Expense: The expense of providing and 
maintaining on or in the vicinity of the joint 
property all necessary camps, housing facilities 
for employes and boarding employes, if neces¬ 
sary. When properties other than the joint 
property are served by these facilities, then an 
equitable distribution of expense, including de¬ 
preciation, or a fair monthly rental in lieu of 
the investment, maintenance and operating cost 
of buildings and other camp facilities, shall be 
prorated against all properties so served on the 
following basis: . 

(12) Overhead charges, which shall be in lieu of any 
charges for any part of the compensation or salaries 
paid to managing officers and employes of Operator, 
including the division superintendent, the entire staff 
and expenses of the division office located at Okla¬ 
homa City, Oklahoma, any portion of the office 
expense of the principal business office located at 
Oklahoma City, Oklahoma, but not in lieu of field 
office expenses incurred in operating any such prop¬ 
erties, and such overhead charges do not include any 
other expenses of Operator incurred in the develop¬ 
ment and operation of said properties, and Operator 
shall have the right to assess against the joint prop¬ 
erty covered hereby the following overhead charges: 
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(a) $100.00 per month for each drilling well, begin¬ 
ning on the date the well is spudded and terminating 
when it is on production or is plugged, as the case 
may be, except that no charge shall be made during 
suspension of drilling operations for fifteen (15) or 
more consecutive days. 

(b) $5.00 per well per month for producing wells. 

In connection with overhead charges, the status of 
wells shall be as follows: 

(1) In-put or key wells shall be included in over¬ 
head schedule the same as producing oil wells. 

(2) Producing gas wells shall be included in over¬ 
head schedule the same as producing oil wells. 

(3) Wells permanently shut down but on which 
plugging operations are deferred, shall be 
dropped from overhead schedule at the time the 
shutdown is effected. When such wells are 
plugged, overhead shall be charged at the pro¬ 
ducing well rate during the time required for 
the plugging operation. 

(4) Wells being plugged back, drilled deeper or re¬ 
conditioned shall be included in overhead sched¬ 
ule the same as drilling wells. 

(5) Wells which are shut down temporarily and 
later replaced on production. If and when a 
well is shut down (other than for proration) 
and not produced or worked upon for a period 
of a full calendar month, it shall not be included 
on the overhead schedule for such month. 

(6) Salt water disposal wells shall not be included 
in overhead schedule. 
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The above specific overhead rates may be amended 
from time to time by agreement between Operator 
and Non-operator if, in practice, they are found to be 
insufficient or excessive. 

In lieu of the charges provided in (11) above, the 
joint account shall be charged at the rate of $25.00 
per well per month, except drilling wells, which shall 
be charged at the rate of $100.00 each per month. 

[7861] 

(13) Warehouse Handling Charges: .None. 

(14) Any other expenditure incurred by Operator for the 
necessary and proper development, maintenance and 
operation of the joint property, except that Operator 
shall not charge the joint account with any expendi¬ 
ture or contribution made by Operator towards em¬ 
ployes’ stock purchase plan, group life insurance, 
pension, retirement, or bonus, other than such ex¬ 
penditures or contributions imposed or assessed by 
governmental authority. 

II. BASIS OF CHARGES TO JOINT ACCOUNT 

(1) Outside Purchases: All materials and equipment 
purchased and all service procured from outside 
sources shall be charged at their actual cost to Oper¬ 
ator, after deducting any and all trade and/or cash 
discounts actually allowed off invoices, or received by 
Operator. 

(2) New materials furnished by Operator (Condition 

“A”): 

New materials transferred to the joint property 
from Operator’s warehouse or other properties shall 
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be priced f.o.b. the nearest supply store or railway 
receiving point at replacement cost of the same kind 
of materials. This will include large equipment such 
as tanks, rigs, pumps, boilers and engines. All tubular 
goods (2" and over) shall be charged on the basis of 
mill shipment or carload price. Other materials, 
where the replacement cost cannot be readily ascer¬ 
tained, may, for the purposes of consistency and con¬ 
venience, be charged on the basis of a reputable 
supply company’s preferential list price f.o.b. nearest 
supply store or railway receiving point to the joint 
property prevailing on the date of transfer of the 
materials to the joint property. 

In determining the value of any transferred ma¬ 
terials, all special and preferential discounts shall be 
allowed but the regular cash discount shall not be 
considered. 

(3) Secondhand materials furnished by Operator (Con¬ 
ditions “B” and “C”): 

(a) Tubular goods (2" and over), fittings, machin¬ 
ery and other equipment which is in sound and 
serviceable condition at date of transfer, will be 
classed as condition “B” and charged at 75% 
of the price of new materials, in accordance with 
the provisions of Paragraph (2) above. 

(b) Tanks, derricks, and buildings or other equip¬ 
ment involving erection costs shall be charged 
on a basis not to exceed 75% of knocked-down 
new price for similar materials. 

(c) Other secondhand materials, such as units of ma¬ 
chinery or other equipment that is serviceable, 
but substantially not good enough to be con¬ 
sidered first-class secondhand material when 
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transferred to the joint property, shall be classed 
as condition “C” and charged at 50% of the new 
price. 

(d) There may also be cases where some items of 
equipment, due to their unusual condition, 
should be fairly and equitably priced by Oper¬ 
ator. 

(4) Warranty of Materials Furnished by Operator: Oper¬ 
ator does not warrant the materials furnished from 
its warehouse or any other properties beyond or back 
of the dealer’s or manufacturer’s guaranty, and in 
case of defective materials, credit shall not be passed 
until adjustment has been received by Operator from 
the manufacturers or their agents. 

(5) If materials required are not available in Operator’s 
surplus stocks, Operator shall, whenever in its judg¬ 
ment it is practical to do so, give Non-operator oppor¬ 
tunity of furnishing the materials required in pro¬ 
portion to his or its interest, provided that the same 
can be furnished at the time such materials are re¬ 
quired, and further provided that any such materials 
so furnished shall be in condition acceptable to Oper¬ 
ator and shall be charged to the joint account on the 
same terms and conditions as are provided herein to 
cover the furnishing of materials by Operator. 

(6) Operator’s Exclusively-owned Facilities: The follow¬ 
ing rates shall apply to service rendered to the joint 
property by facilities owned exclusively by Operator: 

(a) Water service, gas, teaming, power, and com¬ 
pressor service: All at rates currently prevail¬ 
ing in the field where the joint property is lo¬ 
cated. 
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(b) Automotive Equipment: Rates commensurate 
with cost of ownership and operation and in line 
with schedule of rates adopted by the Petroleum 
Motor Transport Association as recommended 
uniform standardized charges against the joint 
account. Automotive charges will be based on 
use in actual service on or in connection with 
the joint property. Truck, tractor and pulling 
unit rates shall include wages and expenses of 
driver. 

(c) A fair rate shall be charged for the use of drilling 
and cleaning-out tools and any other items of 
Operator’s fully-owned machinery or equipment 
which shall be ample to cover maintenance, re¬ 
pairs, depreciation and the service furnished the 
joint property. Provided, however, that such 
charges shall not exceed those currently pre¬ 
vailing in the field where the joint property is 
located. 

(d) Whenever requested, Operator shall inform Non¬ 
operator in advance of the rates it proposes to 
charge. 

(e) Rates shall be revised and adjusted from time 
to time when found to be either excessive or in¬ 
sufficient. 

III. DISPOSAL OF LEASE EQUIPMENT 
AND MATERIALS 

(1) Materials purchased by Operator shall be credited to 
the joint account and included in the monthly state¬ 
ment of operations for the month in which the ma¬ 
terials are removed from the joint property. 
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(2) Materials purchased by Non-operator shall be in¬ 
voiced by Operator and paid for by Non-operator to 
Operator immediately following receipt of invoice and 
delivery of materials. Operator shall thereupon im¬ 
mediately pass credit to the joint account and include 
the same in the monthly statement of operations for 
the month in which the materials were paid for by 
Non-operator. 

(3) Division of materials in kind, if made between Oper¬ 
ator and Non-operator, shall be in proportion to their 
respective interests in the joint property. Each party 
will thereupon be charged individually with the value 
of the materials received or receivable and corre¬ 
sponding credits will be made to the joint account 
by Operator, and both credits shall appear in the 
same monthly operating statement. 

(4) Sales to outsiders of major materials shall be made 
only with the consent of Non-operator as to both 
terms and price and where made the proceeds shall 
be credited by Operator to the joint account at the 
full amount collected from vendee. Any claims by 
vendee for defective materials or otherwise shall be 
charged back to the joint account, if and when paid 
by Operator. 

IV. BASIS OF PRICING MATERIALS TRANSFERRED 
FROM JOINT ACCOUNT 

Materials and equipment purchased by either Operator 
or Non-operator, or divided in kind between them, unless 
otherwise agreed, shall be valued on the following basis 
of condition and price: (New price as used in the following 
paragraphs shall have the same meaning and application as 
that used above in Section II: “Basis of Charges to Joint 
Account.”) 
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(1) New Materials: (Condition “A”) being new equip¬ 
ment or supplies purchased or procured for the joint 
property but never used thereon; at 100% of current 
new prices. 

(2) Good Secondhand Materials: (Condition “B”) being 
good serviceable materials which are further usable 
without repair, at: 

(a) 75% of current new prices, if materials were 
new when originally charged to the joint prop¬ 
erty. 

(b) 75% of current new prices less depreciation 
consistent with their usage on and service to the 
joint property, if materials were originally 
charged to the joint property as secondhand at 
75% of new prices. 

(3) Other Used Materials: (Condition “C”) being ma¬ 
terials further usable for their original function only 
after repair and reconditioning: at 50% of current 
new prices. 

(4) Bad Order Materials: (Condition “D”) being ma¬ 
terials not further usable for their original function 
but for possible other service: at 25% of current new 
prices. 

(5) Junk: (Condition “E”) being obsolete and unservice¬ 
able materials: at prevailing junk prices in the dis¬ 
trict. Where practicable, junk should be disposed of 
at the joint property. 

(6) Temporarily Used Materials: When the use of certain 
items of equipment on the joint property has been 
only temporary, and the time of actual use thereon 
does not justify the deduction of depreciation as listed 
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in (a) and (b) of Paragraph (2) hereof, such ma¬ 
terials will be priced on a basis that will leave a net 
charge against the joint account consistent with the 
service rendered and adequate for the time the ma¬ 
terials were in use. 

V. INVENTORIES 

(1) Periodic inventories shall be taken by Operator of 
the materials and equipment on the joint property, 
which shall include such materials and equipment 
as are ordinarily considered controllable by operators 
of oil and gas properties. 

(2) Notice of intention to take inventory shall be given 
by Operator to Non-operator a week before any in¬ 
ventory is to begin, so that Non-operator may be 
represented when any inventory is being taken. 

(3) Special inventories shall be taken whenever there is 
any sale or change of interest in the joint property, 
and it shall be the duty of the party selling to notify 
the other party as quickly as possible after the trans¬ 
fer of interest takes place. In such cases both the 
seller and the purchaser shall be represented and 
shall be governed by the joint inventory. 

(4) If the initial test on the joint property is a dry hole 
and no further tests thereon are immediately con¬ 
templated, Non-operator may require that an inven¬ 
tory be taken of all materials as soon as the casing has 
been recovered from the well and that the materials 
be classified before any materials are removed from 
the joint property by Operator or otherwise disposed 
of. 

(5) Failure of Non-operator to be represented at the 
physical inventory shall bind it to accept the inven- 
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tory taken by Operator who shall in that event furnish 
Non-operator with a copy thereof. 

(6) Reconciliation of inventory with charges to the joint 
account shall be made by each party at interest, and 
a list of overages and shortages shall be jointly de¬ 
termined by Operator and Non-operator. 

(7) Inventory adjustments shall be made by Operator on 
the joint account for overages and shortages, but 
Operator shall only be held accountable to Non¬ 
operator for shortages due to lack of reasonable dili¬ 
gence. 


[7862] 

EXHIBIT 1 (d) 

REPUBLIC CONTRACT 

THIS AGREEMENT entered into as of this 22nd day 
of December, 1949, between REPUBLIC SUPPLY COM¬ 
PANY, a Delaware corporation with offices in the Kerr- 
McGee Building, Oklahoma City, Oklahoma, hereinafter 
called “Republic”, and PHILLIPS PETROLEUM COM¬ 
PANY, a Delaware corporation with an office in Bartles¬ 
ville, Oklahoma, hereinafter called “Phillips”, 

WITNESSETH: 

WHEREAS, Phillips and Kermac Corporation (now 
Republic) entered into a certain Contract dated April 19, 
1948, providing for sale of tubular goods and other supplies 
by Republic to Phillips and application of one-half (1/2) 
of the gross profit therefrom to payment of that portion 
of Republic’s B loan from The First National Bank of 
Chicago described therein secured by note guaranteed by 
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Phillips in the amount of Four Million One Hundred 
Twenty-five Thousand Dollars ($4,125,000.); and 

WHEREAS, Tascosa Gas Company, pursuant to con¬ 
tracts of even date herewith between that company and 
Phillips, has reecived assignments of certain properties 
from Phillips and has borrowed Seven Million One Hun¬ 
dred Twenty-eight Thousand Dollars ($7,128,000.), out of 
which it has loaned to Republic Four Million One Hundred 
Twenty-five Thousand Dollars ($4,125,000.) to repay the 
aforesaid portion of the B loan in that amount; and 

WHEREAS, Republic has repaid the aforesaid Four 
Million One Hundred Twenty - five Thousand Dollar 
($4,125,000.) portion of said B loan, with all interest there¬ 
on, and, concurrently with the execution of this agreement, 
is furnishing to Phillips satisfactory evidence of such re¬ 
payment together with suitable releases releasing Phillips 
from any and all further liability to repay any part thereof 
and has procured all necessary modifications of its said 
agreement with the bank to permit the payment by it 
to Tascosa of one-half (1/2) of its gross profits on sales to 
Phillips as hereinafter provided without regard to the 
limitations and prohibitions which may be contained in 
said loan agreement; 

NOW, THEREFORE, in consideration of the foregoing, 
it is hereby mutually agreed that: 

1. During the calendar year 1950 and each year there¬ 
after until January 1, 1970, or until Tascosa Gas Company’s 
said assigned properties shall have “paid out”, as that term 
is defined in the Agreement between Tascosa Gas Com¬ 
pany and Phillips of even date herewith, whichever is the 
later date, Republic will sell and deliver to Phillips such 
quantities of oil field tubular goods as Phillips may from 
time to time elect to purchase from Republic by notice in 
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writing forwarded to Republic at least ninety (90) days in 
advance of the first day of the calendar quarter in which 
such tubular goods are to be delivered, except that such 
notice may be given on or before January 6, 1950, for the 
first two calendar quarters of 1950, up to the following 
maximum quantities: 

Republic Steel Corporation Electric Weld 

Casing and/or Tubing 4,000 Tons 

Republic Steel Corporation Electric Weld 
or Continuous Weld Line Pipe 3,000 Tons 

Spang-Chalfant Seamless Casing and/or 

Tubing and/or Drill Pipe 2,000 Tons 

provided, however, that from and after April 1, 1953, Re¬ 
public shall not be required to deliver to Phillips, in any 
one calendar quarter, more than eighteen per cent (18%) 
of Republic’s total available supply of tubular goods for 
such calendar quarter. Nevertheless, Republic will after 
April 1, 1953, use due diligence in endeavoring to obtain 
adequate supplies of tubular goods in order that it may 
fill all of Phillips’ orders up to the aforesaid maximum 
quantities, but shall not be liable in the event, after use 
of such due diligence, it is unable to do so. The 

[7863] 

total quantity of tubular goods which Phillips may elect to 
purchase in any one year will, as nearly as practicable, be 
supplied by Republic and accepted by Phillips in equal 
calendar quarterly quantities during each year. Within 
the limits of the sizes and specifications of tubular goods 
which the respective steel companies are willing and able 
to manufacture according to their respective published 
handbooks and pamphlets, as issued from time to time, the 
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sizes and specifications of tubular goods to be supplied here¬ 
under will be as ordered by Phillips; provided, however, 
at least fifty per cent (50%) of Phillips’ annual orders of 
Republic electric weld oil country casing and tubing shall 
be in casing of sizes eight and five-eights (8-5/8) inch O.D. 
and larger and not more than twenty per cent (20%) of 
such annual orders shall be of Republic electric weld oil 
country tubing. 

2. The prices for all tubular goods delivered here¬ 
under direct from the mills in carload lots shall be the 
prices in effect at time of shipment for carload direct ship¬ 
ments as published by the steel company making the ship¬ 
ment. Prices for all tubular goods delivered from Republic’s 
field store stocks shall be the prices at time of delivery ap¬ 
plicable to deliveries from field store stocks as published by 
the steel company which manufactured such goods, or, if it 
has no published prices, then as per its established suggest¬ 
ed prices. 

3. During the calendar year 1950 and each year there¬ 
after until January 1, 1970, or until Tascosa Gas Company’s 
said assigned properties shall have “paid out”, as that term 
is defined in the Agreement between Tascosa Gas Company 
and Phillips of even date herewith, whichever is the later 
date, Republic will sell and deliver to Phillips all oil field 
supplies handled by Republic and available, other than 
tubular goods, which Phillips desires to purchase from 
Republic. The prices to be paid by Phillips for such sup¬ 
plies shall be the best prices obtainable by Phillips from 
other suppliers for the same products delivered in the same 
manner (i. e., out of stock or direct from mill in carload 
lots, or on a commission or brokerage basis, or such other 
conditions in respect to delivery as may have a bearing 
upon the price); provided, however, Republic shall not be 
obligated to sell any product at a price which will return 
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it a profit of less than two per cent (2%) over and above all 
of its costs and expenses incurred in respect of any such 
sale, excluding, however, income taxes, overhead, and other 
indirect expenses. 

4. Republic will pay to Tascosa Gas Company, on or 
before the twentieth of each month, an amount equal to 
one-half (1/2) of the gross profit derived by Republic from 
sales to Phillips of tubular goods and other supplies during 
each preceding calendar month expiring prior to January 
1, 1970, or prior to the date Tascosa Gas Company’s said 
assigned properties shall have “paid out”, as that term is 
defined in the Agreement between Tascosa Gas Company 
and Phillips of even date herewith, whichever is the later 
date, the first sums so received from Republic to be applied 
by Tascosa to the payment of Tascosa’s loan of $4,125,000 
to Republic, which loan is evidenced by a debenture of 
even date herewith and/or other evidence of indebtedness 
issued by Republic in favor of Tascosa. The term “gross 
profit”, as used herein, shall be deemed to mean the differ¬ 
ence between the net prices paid to Republic (less any 
sales taxes paid by Republic) for such tubular goods or 
other supplies and the cost thereof to Republic (including 
transportation costs, if any, paid by Republic), or, in cases 
where such tubular goods or other supplies are not pur¬ 
chased and resold by Republic but are handled on a com¬ 
mission and/or “markup” basis, the commission and/or 
“markup” of Republic with respect to such transaction. 

5. Republic will keep books and records adequate to 
reflect the gross profits received by it on tubular goods and 
other supplies sold to Phillips and will furnish Phillips 
with monthly statements indicating the sales made to it, 
profits derived and sums paid to Tascosa Gas Company 
pursuant to the provisions of this agreement. Phillips shall 
have the right at all times during reasonable business hours 
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to examine all books and records of Republic pertinent to 
the performance of this contract. 

6. The parties hereto shall not be responsible for delays 
in performing or failures to perform obligations hereunder 
which are caused by strikes, walkouts or labor troubles or 
by floods, storms, fires or other acts of God, riots, wars or 
the provisions of applicable state or federal laws and of 
rules and regulations of agents, agencies and instrumentali¬ 
ties of federal, state or local governments or other causes 
beyond the control of such party, and any such delay or 
failure shall not, to the extent that it is occasioned by any 
of the foregoing, be deemed to be a default hereunder or 
a breach of this agreement. Any party relying upon the 
provisions of this paragraph to excuse performance here¬ 
under shall immediately 
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notify the other party hereto of the happening of the event 
relied upon and shall also immediately notify the other 
party upon the cessation of the occurrence so interfering 
with its performance. 

7. The terms, covenants and provisions hereof shall 
extend to and be binding upon the parties hereto and their 
respective successors in interest. In the event Republic 
shall be liquidated or dissolved other than by proceedings 
in or in connection with bankruptcy or insolvency or shall 
voluntarily dispose of substantially all of its assets prior 
to the date upon which Tascosa Gas Company shall have 
fully repaid the above described Seven Million One Hun¬ 
dred Twenty-eight Thousand Dollar ($7,128,000.) loan, with 
all interest thereon, Republic will, if payments from Re¬ 
public to Tascosa Gas Company hereunder shall have aver¬ 
aged Ten Thousand Dollars ($10,000.) per month, or if such 
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payments from Republic to Tascosa Gas Company here¬ 
under would have so averaged Ten Thousand Dollars 
($10,000.) per month but for Republic’s inability to make 
deliveries of tubular goods or other supplies hereunder for 
any reason not occasioned by Phillips regardless of whether 
or not Republic shall have exercised due diligence in an 
effort to make such deliveries, either furnish evidence satis¬ 
factory to Phillips that the performance of this contract will 
be continued in accordance with its terms or will secure 
the repayment at that time of the unpaid balance of said 
loan; provided that if during any period orders from Phillips 
to Republic or deliveries by Republic to Phillips are pre¬ 
vented by any of the reasons stated in Section 6 above to 
the extent that the monthly average payments for that 
period are less than Ten Thousand Dollars ($10,000.), then 
such period and the payments made during such period 
shall be excluded in determining the monthly average first 
above referred to. Should such payments not have aver¬ 
aged Ten Thousand Dollars ($10,000.) per month and their 
failure so to do was not due to Republic’s inability to make 
deliveries as aforesaid, then Republic, in such case, shall 
not be required to assure the continued performance hereof 
by its successor in interest but Republic shall be relieved 
of further obligation under this section. 

8. This agreement supersedes and replaces the afore¬ 
said agreement of April 19, 1948, which Agreement is here¬ 
by terminated. 

EXECUTED as of the day and year first above written. 

REPUBLIC SUPPLY COMPANY 

By /s/ D. A. McGee 

Chairman of the Board 

PHILLIPS PETROLEUM COMPANY 
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By /s/ C. O. Stark 
Vice President 

ATTEST: 

/s/ Dean Terrill (Seal) 

Assistant Secretary 

ATTEST: (Seal) 

/s/ Paul J. Parker 
Assistant Secretary 
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EXHIBIT 1 (e) 
December 22, 1949 


Phillips Petroleum Company 
Bartlesville, Oklahoma 

Gentlemen: 

This is to advise you that we have this day received 
payment of the principal and interest evidenced by that 
certain Note dated April 19, 1948, executed by Republic 
Supply Company (previously known as Kermac Corpora¬ 
tion) in the principal sum of $4,125,000, payable to the 
order of this Bank, due five years after date, issued pur¬ 
suant to the terms and provisions of the Loan Agreement 
dated April 16, 1948, entered into between Republic Sup¬ 
ply Company, the Bank, et al., said Note being guaranteed 
as to payment by Phillips Petroleum Company. Said Note 
has been paid and cancelled and has been returned to 
Republic Supply Company and your guarantee as to pay¬ 
ment of said Note has been fully cancelled and discharged. 
We therefore advise you that Phillips Petroleum Company 
has been relieved and released as to any further obligation 
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or liability with respect to such guarantee. 

Yours very truly, 

THE FIRST NATIONAL BANK 

OF CHICAGO 

By /s/ G. M. Forgan 

Assistant Vice President 

[7866] 

EXHIBIT 1 (f) 
1-6 12/21/49 

MODIFICATION OF LOAN AGREEMENT 

WHEREAS, under date of April 16, 1948 REPUBLIC 
SUPPLY COMPANY, a Delaware corporation (formerly 
known as “Kermac Corporation” and hereinafter called 
“Republic”) entered into a certain Loan Agreement with 
THE FIRST NATIONAL BANK OF CHICAGO (herein¬ 
after called the “Bank”), KERR-McGEE OIL INDUS¬ 
TRIES, INC. (hereinafter called “Kerr-McGee”), and 
PHILLIPS PETROLEUM COMPANY (hereinafter called 
“Phillips”) providing for the making of a loan by Bank 
to Republic, subject to the terms and conditions of said 
Loan Agreement, divided into two parts and known as 
the “A” Loan in the principal sum of Six Million Dollars 
($6,000,000.00) and the “B” Loan in the principal sum of 
Five Million Five Hundred Thousand Dollars ($5,500,- 
000.00), said “A” Loan being evidenced by one note of 
Republic in the sum of Six Million Dollars ($6,000,000.00) 
and said “B” Loan being evidenced by two notes executed 
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by Republic, each dated April 19, 1948, one of said notes 
being in the sum of One Million Three Hundred Seventy 
Five Thousand Dollars ($1,375,000.00) and guaranteed as 
to payment by Kerr-McGee, and the other of said notes 
being in the principal sum of Four Million One Hundred 
Twenty Five Thousand Dollars ($4,125,000.00) guaranteed 
as to payment by Phillips, each of said “B” Loan notes 
being due and payable to the order of the Bank five (5) 
years after date; and 

WHEREAS, the principal of said note in the sum of 
$4,125,000.00 has concurrently herewith been fully paid 
and discharged out of part of the proceeds of a loan made 
on the 22d day of December, 1949 by Bank and THE 
PRUDENTIAL INSURANCE COMPANY OF AMERICA 
to TASCOSA GAS COMPANY (hereinafter called “Tas- 
cosa”) (the accrued interest thereon to date of payment 
having been paid by Republic) which Tascosa has in turn 
loaned to Republic pursuant to the terms and provisions 
of a Loan Agreement dated December 22, 1949 entered into 
between Tascosa, the Bank and The Prudential 
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Insurance Company of America, and pursuant to the terms 
and provisions of the Agreement bearing even date with 
said Loan Agreement and referred to therein, and Phillips 
has been released and discharged from its guaranty of the 
payment of said note; and 

WHEREAS, Republic, in consideration of and to evi¬ 
dence such loan, has concurrently herewith executed and 
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delivered to Tascosa its certain Obligation or other evidence 
of indebtedness dated December 22, 1949 in the sum of 
Four Million One Hundred Twenty Five Thousand Dollars 
($4,125,000.00) payable solely out of 1/2 of the gross profit 
derived by Republic from sales to Phillips of tubular goods 
and other supplies pursuant to the provisions of that certain 
contract (designated the Republic Contract) dated De¬ 
cember 22, 1949 entered into between Republic and Phil¬ 
lips; and 

WHEREAS, it is the desire of the parties hereto that 
said Loan Agreement dated April 16, 1948 entered into 
between Republic, the Bank, et al, be modified as herein¬ 
after stated: 

NOW, THEREFORE, in consideration of the premises 
and for other good and valuable consideration to each of 
the parties hereto, receipt of which is hereby acknowledged 
by each of the parties hereto, it is covenanted and agreed 
by each of the parties hereto 

(1) Said Loan Agreement dated April 16, 1948 en¬ 
tered into by and between Republic, the Bank and others 
above referred to shall be and the same is hereby modified 
and amended by deleting and striking therefrom all pro¬ 
visions referring or pertaining to said “B” Loan note there¬ 
in described in the principal sum of $4,125,000.00 which 
note has been paid and cancelled concurrently herewith 
and the guaranty by Phillips of the payment thereof re¬ 
leased, discharged and cancelled, provided, however, that 
the terms and provisions of said Loan Agreement applicable 
to the aforesaid “A” Loan note and the “B” Loan note re- 
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maining unpaid shall remain in full force and effect until 
all such remaining indebtedness of Republic to the Bank 
issued under said Loan Agreement shall have been fully 
paid and discharged. 


[7868] 

(2) Said Loan Agreement as herein amended shall 
be subject to the Republic Contract above mentioned and 
the Bank shall not interfere with, hinder or prevent Re¬ 
public from carrying out its obligations and agreements 
under the terms and provisions of the said Republic Con¬ 
tract and the Obligation or other evidence of indebtedness 
issued by Republic to Tascosa payable as above mentioned 
by virtue of the Bank’s owning and holding the balance of 
the indebtedness of Republic to the Bank described in said 
Loan Agreement or by virtue of any of the terms and pro¬ 
visions of said Loan Agreement. 

It is further covenanted and agreed that all of the 
terms, covenants and provisions of this Agreement shall be 
binding upon and shall inure to the benefit of the respective 
successors and assigns of the parties hereto. 

IN WITNESS WHEREOF, the undersigned parties 
hereto have executed this Agreement this 22d day of De¬ 
cember, 1949. 

REPUBLIC SUPPLY COMPANY 

By D. A. McGee 

Chairman of the Board 

KERR-McGEE OIL INDUSTRIES, 

INC. 
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By D. A. McGee 

Vice-President 

THE FIRST NATIONAL BANK 
OF CHICAGO 

By G. M. Forgan 

Ass’t Vice-President 


ATTEST: 

Dean Terrill 

Ass’t Secretary 

ATTEST: 

Dean Terrill 

Ass’t Secretary 
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Exhibit No. 61 

[Note: Columns 2, 4, 5, 6 , 7, and 8 of this exhibit were 
rejected by the Examiner at record 2182 and not received 
in evidence. An offer of proof was made on page 2183 of 
the record by the State of Wisconsin and the Public Service 
Commission of Wisconsin.] 

MICHIGAN-WISCONSIN PIPE LINE COMPANY 
ACTUAL SALES 1950 

ESTIMATED SALES YEAR ENDING 3/31/52 
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MICHIGAN-WISCONSIN PIPE LINE COMPANY 
ACTUAL SALES 1950 

ESTIMATED SALES YEAR ENDING 3/31/52 
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Exhibit No. 62 

19-A and 21-A GOLDSMITH 
WLG:eo 

CASINGHEAD GAS CONTRACT 

THIS CONTRACT entered into this 28th day of July, 
1950 between STANOLIND OIL AND GAS COMPANY 
and THE ATLANTIC REFINING COMPANY, “Seller”, 
and PHILLIPS PETROLEUM COMPANY, “Buyer”: 

Seller agrees to sell to Buyer and Buyer agrees to 
purchase from Seller casinghead gas produced from wells 
now or hereafter located on the following described land 
in ECTOR County, State of TEXAS, to wit: 

#46939—SCHARBAUER “R” LEASE 

NW/4 Section 29, Township 1 North, Block 44, 

T&P Ry. Co. Survey 

#46934—H. E. CUMMINS “E” LEASE 

SE/4 SE/4 Section 34, Township 1 North, Block 45, 
T&P Ry. Co. Survey 

1. Delivery and Transfer of Title— The gas shall be 
delivered at the casingheads of the wells or at any other 
point or points of separation of oil and gas. Upon delivery, 
title to the gas and all components thereof shall pass to 
and vest in Buyer without regard to the purposes for which 
it may thereafter be sold or used by Buyer. As said prem¬ 
ises are being operated primarily for the production of oil, 
Seller may use any method therefor, and the taking of 
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casinghead gas by Buyer shall be subservient to said oil 
operations. 

2. Delivery Date— Delivery of the gas shall begin the 
first day of the month of the execution of this contract, 
and failure by Buyer to accept delivery by said date shall 
obligate Buyer to pay, as full consideration for the volumes 
of gas (determined by estimate or measurement) there¬ 
after produced and not taken by Buyer, the “Rate in Cents 
Per Thousand Cubic Feet” shown in the attached TABLE II 
applicable to the test gasoline content of the gas produced. 
After the commencement of actual taking of gas, Buyer’s 
obligation to take and pay for gas produced shall be deter¬ 
mined by the provisions of Paragraph 3 hereof. In the event 
Buyer fails to accept deliveries of gas within six (6) months 
from the aforesaid delivery date, either party may cancel 
this contract at any time thereafter upon 10 days’ written 
notice to the other unless Buyer commences taking gas 
within said 10 day period. 

3. Takes —After the commencement of actual taking 
of gas Buyer agrees to take all gas testing more than three- 
fourths gallon of gasoline per thousand cubic feet. How¬ 
ever, it is understood that Buyer may process the gas de¬ 
livered in a plant or plants and that gas produced from 
other properties may also be processed in any such plant, 
and in the event Buyer’s plant or gathering system is of in¬ 
sufficient capacity to gather and process all of the gas 
connected thereto, Buyer shall be obligated only to take 
gas ratably from all leases delivering casinghead gas to 
the gathering system into which Seller’s gas is delivered. 
Buyer shall have the option of taking such quantity of gas 
testing three-fourths gallon of gasoline or less per thousand 
cubic feet as it may from time to time elect. Seller shall 
have the right to dispose of any gas not taken or paid for 
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by Buyer, subject to Buyer’s right to take such gas at any 
subsequent time. In the event the gas from any well or 
wells is or becomes insufficient in pressure, volume or gaso¬ 
line content or for any other reason is or becomes unprofit¬ 
able, in the judgment of Buyer, Buyer shall have the right 
to refuse or cease taking the gas from any such well or 
wells so long as such condition exists or may terminate this 
contract upon 30 days’ notice in writing to Seller. 

4. Measurement —The casinghead gas delivered here¬ 
under shall be measured by an orifice meter or meters of 
standard make to be furnished, installed and kept in repair 
by Buyer on the land herein described and all volumes of 
such gas shall be computed to a standard cubic foot at a 
pressure base of 14.65 pounds per square inch absolute 
and at a temperature base of 60 degrees Fahrenheit. In 
making such measurements, the flowing temperature of the 
gas and the variable factors necessary to calculate the 
metered volumes in accordance with the Ideal Gas Laws 
and the variable factors to correct for deviation from the 
Ideal Gas Laws shall be in accordance with rules, regula¬ 
tions and determinations of the Railroad Commission of 
Texas. The specific gravity shall be determined quarterly 
by the balance method. Said meter shall be open to in¬ 
spection by Seller in the presence of Buyer. Buyer shall 
test said meter quarterly for accuracy of measurement. In 
case any question arises as to the accuracy of the meter 
measurement, said meter shall be tested upon the demand 
of either party. A registration within 3 percent of correct 
shall be considered correct. The volume delivered during 
any period of inoperation of the meter or of inaccurate 
measurement shall be determined by multiplying the num¬ 
ber of barrels of oil produced during such period, from the 
wells connected to the meter, by the average volume of gas 
delivered hereunder per barrel of oil produced during the 
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30 day period prior to the last test of the meter reflecting 
accurate measurement. 

5. Gas for Lease Operation —On demand of Seller, 
Buyer shall deliver to Seller for use on any one or more of 
the leases covered by this contract that volume of raw or 
processed gas required for development and operation of 
such leases. This volume shall not exceed in the aggregate 
that volume of gas determined by multiplying the volume 
of raw gas produced and delivered during the settlement 
period from each lease by the applicable “Per Cent” figure 
in TABLE I. Delivery shall be made to the leases desig¬ 
nated by Seller and to the boundary line of each of such 
leases nearest Buyer’s source of supply. Buyer shall be 
under no obligation to deliver such gas at a gauge pressure 
in excess of 15 pounds per square inch. In the event Buyer 
delivers and Seller accepts gas in excess of the volume of 
gas which Seller is entitled to have delivered for lease de¬ 
velopment and operation, Seller shall pay Buyer for such 
excess gas delivered during any calendar month (the vol¬ 
ume determined by estimate or measurement) at a rate of 
3,1265^ per thousand cubic feet. In the event the volume 
of gas which Seller is entitled to have delivered for lease 
development and operation is insufficient for such purposes, 
Seller reserves the right to use raw gas sufficient in quan¬ 
tity to make up such deficiency. 

6. Test Gasoline Content —Quarterly, Buyer shall 
make a physical field test of the gas delivered hereunder 
and determine thereby the test gasoline content of the gas 
per thousand cubic feet which is to be used during the suc¬ 
ceeding quarterly period in the computations under Para¬ 
graphs 2, 3, 5 and 7. Such physical field tests shall be made 
by a field charcoal adsorption test, or at Seller’s option 
by a field compression test, in accordance with Testing 
Code 101-43 adopted by the American Gas Association and 
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the Natural Gasoline Association of America. Buyer shall 
notify Seller in writing of the date of taking the quarterly 
tests at least 10 days prior thereto. Seller may witness the 
tests or make joint tests with its own appliances. The 
volume of gas used in making the test shall be computed 
to a base pressure of 14.65 pounds per square inch absolute 
and to a temperature base of 60 degrees Fahrenheit in com¬ 
puting the test gasoline content per thousand cubic feet. 

7. Price— As full consideration for the gas and all com¬ 
ponents thereof purchased by Buyer hereunder, Buyer shall 
pay Seller a price which shall be the sum of the computa¬ 
tions prescribed in A and B below: 

A. Multiply the volume of gas delivered by the appli¬ 
cable ‘‘Rate In Cents Per Thousand Cubic Feet” shown in 
TABLE II as increased in accordance with the provisions 
of (1), (2) and (3) below. 

(1) In the event the total test gasoline content 
of all of the gas processed in Buyer’s plant during the 
month equals or exceeds a daily average of 10,000 test 
gallons, the applicable “Rate In Cents Per Thousand 
Cubic Feet”, shown in TABLE II, shall be increased 
in accordance with the following schedule: 


Daily Average Gallons of 
Test Gasoline Content of 

All Gas Processed in the Percentage of 

Plant During the Month Increase 


10,000 but less than 20,000 . 10% 

20,000 but less than 30,000 . 20% 

30,000 but less than 40,000 . 30% 

40,000 and more . 40% 


(2) In the event the gas delivered during any 
month at an average daily gauge pressure exceeding 50 
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pounds per square inch, as indicated by the static 
pressure on the meter chart, add an additional .1340$? 
to the applicable “Rate In Cents Per Thousand Cubic 
Feet” shown in TABLE II. 

[7871] 

(3) In the event the weighted average of the daily 
A.P.I. gravities of all raw unfractionated gasoline manu¬ 
factured during the settlement period at the plant in 
which the gas purchased hereunder is processed exceeds 
93, the applicable “Rate In Cents Per Thousand Cubic 
Feet” shown in TABLE II shall be increased by the 
answer obtained by multiplying the “Price of Gasoline 
in Cents Per Gallon”, determined as provided in the 
Note to TABLE II, by the test gasoline content per 
thousand cubic feet of the gas delivered hereunder 
times one-half of one per cent for each full degree that 
such weighted average A. P. I. gravity exceeds 93 (and 
a proportionate additional amount for any fractional 
part of a degree). The arithmetic average of the gravi¬ 
ties of all such gasoline produced during any twenty- 
four hour day shall be deemed the gravity of all such 
gasoline manufactured during such day. A.P.I. gravity 
shall be as defined by U. S. Department of Commerce, 
Bureau of Standards Circular C-410. 

The A.P.I. gravity of the raw unfractionated gaso¬ 
line manufactured at such plant shall be determined by 
a recording gravitometer, the accuracy of -which shall 
be checked at least once each month. Seller shall be 
entitled to be present at such tests and, upon written 
request to Buyer, shall be notified when such tests 
will be made. A recording within five-tenths of one 
degree of the correct A.P.I. gravity shall be considered 
correct. Settlement for any period of inoperation or of 
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inaccurate recording shall be in accordance with the 
average readings taken during the last preceding 5 days 
when the gravitometer was recording accurately and 
the first 5 days after the gravitometer was restored to 
accuracy. 

B. Multiply the volume of gas sold allocable to Seller 
by one-half of the first 2.6798^ or less of the weighted 
average price per thousand cubic feet during the month 
preceding that for which settlement is to be made and by 
two-thirds of the amount by which said weighted average 
price exceeded 2.6798^. 

8. Definitions —The term “casinghead gas” means gas 
issuing from oil wells, produced from the same sand or 
strata from which the oil is produced or as the result of 
the induction of gas by any method for facilitating or in¬ 
creasing the production of the oil, and gas vaporized from 
oil after production. 

The phrase “weighted average price per thousand cubic 
feet” shall mean the weighted average price received by 
Buyer and its subsidiaries for all gas connected to Buyer’s 
plant which was sold either prior to processing or after 
discharge in the form of gas from the equipment at the 
plant used for the manufacture of raw unfractionated gaso¬ 
line, adjusted as hereinafter provided. Any amount re¬ 
ceived from the purchaser for transportation, purification, 
dehydration or compression prior to delivery shall be 
deemed to be a part of the price received by Buyer. If 
any of the gas so sold is compressed (either before or after 
being processed in Buyer’s plant) and delivered at an aver¬ 
age gauge pressure in excess of 50 pounds per square inch, 
there shall be deducted from the price received from such 
sale .1786^ per thousand cubic feet for each 25 pounds or 
fraction thereof of the excess between the foregoing speci- 
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fied average gauge pressure and the lesser of either the 
delivery pressure or 200 pounds per square inch and, if 
the delivery pressure exceeds 200 pounds per square inch, 
an additional .1786$* per thousand cubic feet for each 100 
pounds or fraction thereof of the excess between 200 pounds 
per square inch and the delivery pressure. If any of the gas 
so sold is purified prior to its delivery there shall be de¬ 
ducted from the price received from such sale 2.0545$* per 
thousand cubic feet when the daily average volume of all 
gas purified during the month is less than 5,597,000 cubic 
feet, 1,3399£ per thousand cubic feet when the daily aver¬ 
age of all gas purified during the month equals or exceeds 
5,597,000 cubic feet but is less than 22,389,000 cubic feet and 
•9826$* per thousand cubic feet when the daily average 
volume of all gas purified during the month equals or 
exceeds 22,389,000 cubic feet. From the price received 
from the sale of any such gas which is dehydrated prior 
to its delivery there shall be deducted .1340$* per thousand 
cubic feet. In the event Buyer transports the gas from 
the plant to the point of delivery to the purchaser, there 
shall also be deducted from the price per thousand cubic 
feet received from such sale the reasonable cost, including 
return on depreciated investment, of such transportation. 

Weighting shall be limited to volume and price only. 
In computing said weighted average price the volume of gas 
shall be converted to the basis of measurement provided 
in Paragraph 4. 

The term “subsidiaries’' shall mean corporations of 
whose voting stock Buyer owns more than 50 per cent. 

The volume of gas (determined by estimate or measure¬ 
ment) that was delivered to Seller for lease operation 
shall be deducted from the volume which Seller was en¬ 
titled to have delivered for such purpose. The volume re- 
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maining shall be the numerator of a fraction, the denomi¬ 
nator of which shall be the total of the volumes so remain¬ 
ing from all gas delivered to Buyer’s plant, determined in 
the same manner. The “volume of gas sold allocable to 
Seller”, as used in this contract, shall be determined by 
multiplying the above fraction by the total volume of the 
gas connected to Buyer’s plant which was sold, during the 
month for which settlement is made, either prior to process¬ 
ing or after discharge in the form of gas from the equip¬ 
ment at the plant used for the manufacture of raw un¬ 
fractionated gasoline. 

Any use by Buyer or its subsidiaries of processed gas or 
of unprocessed gas taken into the gathering system con¬ 
nected to the plant, except that required for operation of 
Buyer’s plant and other facilities used in connection with 
gathering the gas or processing the raw unfractionated gaso¬ 
line, and except that delivered for development and opera¬ 
tion of Buyer’s leases furnishing gas to the plant (the last 
excepted volume not to exceed the volume which Buyer 
would be entitled to have delivered for such purposes de¬ 
termined by the method prescribed in Paragraph 5 hereof), 
shall be deemed to be a sale of such gas. For the purpose of 
accounting hereunder the gas deemed so sold shall be priced 
at the weighted average price per thousand cubic feet dur¬ 
ing the month preceding that for which settlement is made 
or at the rate of 3.1265^ per thousand cubic feet, whichever 
is higher. 

The term “plant”, as used in this contract, is defined to 
be all equipment located in one yard used by Buyer for 
the manufacture of raw unfractionated gasoline. Equip¬ 
ment used by Buyer for fractionating the raw unfraction¬ 
ated gasoline shall not be considered a part of Buyer’s 
plant. In the event Buyer has no equipment for distilling 
the raw unfractionated gasoline from the absorption oil 
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in the same plant yard with its absorption equipment, the 
equipment in such plant yard, including the absorbers, 
shall nevertheless constitute a “plant” for all purposes of 
this contract except payment under subdivision A (3) of 
Paragraph 7. For payment under this subdivision where 
the raw unfractionated gasoline from more than one plant 
as above defined is distilled in the same equipment the 
gravity of the combined raw unfractionated gasoline shall 
be used. In the event the gas delivered hereunder is pro¬ 
cessed in more than one plant Buyer shall allocate such 
gas to each plant in the proportion that each plant receives 
gas from the common source. 

9. Payment —Payment for all gas delivered each 
month shall be made not later than the last day of the 
succeeding month. A statement showing the volume of 
gas purchased and the price computations under Para- 
garph 7 shall be transmitted monthly to Seller with the 
exception that, in respect of the weighted average price per 
thousand cubic feet, only the result of the computation need 
be shown. Seller shall have the right to examine the books 
and records of Buyer which pertain to the basis of payment 
for gas hereunder at Buyer’s office at Bartlesville, Oklahoma 
during regular office hours. Buyer need not preserve the 
books and records pertaining to payment for gas purchased 
during any month for longer than 2 years after payment 
therefor has been tendered. 

10. Title —Seller warrants the title to the gas. Upon 
request Seller shall furnish Buyer abstracts of title and 
Buyer shall not be required to make payment until Seller 
shall have furnished such abstracts covering the land de¬ 
scribed showing good and merchantable title to the gas. If 
Seller’s title is questioned, or involved in litigation, Buyer 
shall have the right to withhold payment without interest 
during the pendency of such litigation, or until said title 
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is freed from such question, or until Seller furnishes bond 
conditioned to save Buyer harmless with surety acceptable 
to Buyer. Without impairment of Seller’s warranty of title, 
it is agreed that if Seller owns less than the full fee simple 
title to the gas delivered hereunder, the payments provided 
for herein shall be made only in the proportion that Seller’s 
interest bears to the entire fee simple title of the gas. 

Royalty —For the account and on behalf of Seller, 
Buyer agrees to disburse such royalties, overriding royal¬ 
ties, bonus payments and production payments, as Seller 
shall from time to time direct, accruing from the produc¬ 
tion and sale of gas hereunder. Buyer shall deduct such 
payments from the amounts due Seller hereunder. Seller 
agrees to indemnify and hold Buyer harmless from loss 
and damages resulting from payments made pursuant to 
Seller’s directions. 

12. Right of Way —Insofar as Seller’s lease permits, 
Buyer is granted the right to lay and maintain lines and 
install any equipment on the land described necessary in 
connection with the purchase of Seller’s gas and shall have 
the right of free entry thereon during the term of this 
contract. All lines and other equipment placed by Buyer 
on said land shall remain the property of Buyer and may 
be removed by Buyer at any time. 

13. Laws and Regulations —This contract shall be 
subject to all valid statutes and rules and regulations of 
any duly constituted federal or state regulatory body having 
jurisdiction. 

14. Force Majeure —Neither party shall be liable for 
failure of performance due to labor controversies, fires, 
strikes, floods, lack of water, winds, lightning, accidents, 
or any other circumstances beyond the control of the party 
failing to perform whether of a similar or dissimilar nature. 
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15. Term —This contract shall remain in effect for the 
life of the oil and gas lease covering the land described or 
any extensions or renewals thereof; provided, that either 
party shall have the right to terminate this contract at the 

expiration of-years from the date hereof or on any 

subsequent anniversay date by giving the other party 60 
days’ notice in writing. 

16. Assignment —This contract may be assigned by 
either party. No transfer of or succession to the interest 
of Seller, however effected, shall bind Buyer until the 
original instrument or other proper proof that the claimant 
is legally entitled to such interest shall have been furnished 
Buyer at its office in Bartlesville, Oklahoma. 

17. Termination of Prior Contracts and Release— 
This contract terminates and supersedes any prior contracts 
between the parties hereto to the extent that such contracts 
cover the purchase and sale of gas covered by this contract. 
In consideration of the covenants herein contained, Seller 
hereby acknowledges payment in full by Buyer of all sums 
owed Seller by Buyer for gas, whether from an oil well 
or gas well, produced from the land above described prior 
to the date of this contract, and hereby releases and waives 
all causes of action therefor. 

[7872] 

IN WITNESS WHEREOF, the parties have hereunto sub¬ 
scribed their names. 

STANOLIND OIL AND GAS COMPANY 

BY: /s/ H. W. Milton 

Its Attorney in Fact 
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ATTEST: 

THE ATLANTIC REFINING COMPANY 

BY: /s/ (Illegible) 

Vice President 

Seller 

ATTEST: 

/s/ L. A. (Illegible) 

PHILLIPS PETROLEUM COMPANY 

By /s/ F. E .Rice 

Vice President 

Buyer 


ATTEST: 

/s/ F. E. Kinslow 

Assistant Secretary 


STATE OF OKLAHOMA) 
COUNTY OF TULSA j 


Corporate Form 


Before me, the undersigned, a Notary Public in and for 
said County and State, on this 28th day of July, 1950, per¬ 
sonally appeared H. W. Milton, to me known to be the 
identical person who subscribed the name of Stanolind Oil 
and Gas Company to the within and foregoing instrument 
as its Attorney in fact and duly acknowledged to me that 
he executed the same as his free and voluntary act and 
deed, and as the free and voluntary act and deed of such 
corporation for the uses, purposes and consideration there¬ 
in expressed and set forth. 
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Given under my hand and seal of office the day and 
year last above written. 

/s/ Marjorie T. Welch 

My commission expires: 

November 30, 1950 

STATE OF TEXAS 
COUNTY OF DALLAS 

Before me, the undersigned, a Notary Public in and for 
said County and State, on this 7th day of September, 1950, 
personally appeared E. H. Blum, to me known to be the 
identical person who subscribed the name of THE ATLAN¬ 
TIC REFINING COMPANY to the within and foregoing 
instrument as its Vice President, and duly acknowledged 
to me that he executed the same as his free and voluntary 
act and deed, and as the free and voluntary act and deed 
of such corporation for the uses, purposes and consideration 
therein expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 

/s/ June Koonce 

Notary Public 

My commission expires: 

June 1, 1951 

STATE OF OKLAHOMA 
COUNTY OF WASHINGTON 

Before me, the undersigned, a Notary Public in and for 
said County and State, on this 18th day of September, 1950, 


|ss. Corporate Form 


Notary Public 


j-ss. Corporate Form 
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personally appeared F. E. Rice, to me known to be the 
identical person who subscribed the name of PHILLIPS 
PETROLEUM COMPANY to the within and foregoing in¬ 
strument as its Vice President, and duly acknowledged to 
me that he executed the same as his free and voluntary 
act and deed, and as the free and voluntary act and deed 
of such corporation for the uses, purposes and consideration 
therein expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 

/s/ Hazel Rust 

Notary Public 

My commission expires: 

October 15, 1952 


STATE OF.... 
COUNTY OF 



Individual Form 


Before me, the undersigned, a Notary Public within 

and for said County and State, on this.day of 

., 19., personally appeared ., 

to me known to be the identical person.... who executed the 
within and foregoing instrument, and acknowledged to me 

that.executed the same as.free and voluntary 

act and deed for the uses, purposes and consideration there¬ 
in expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 


Notary Public 

My commission expires: 
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GPM Per Cent GPM PerCent GPM Per Cent GPM PerCent GPM PerCent 

.25or less91.05 2 20 71.00 4.15 52.95 6.10 37.50 8.05 24.80 
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Note to TABLE I: The "Per Cent” in the table opposite the "GPM” corre¬ 
sponding to the test gasoline content of the gas delivered (subject to adjustment 
as provided in the following paragraph), multiplied by the volume of gas deliv¬ 
ered by Seller during the settlement period, shall be the volume of gas Seller is 
entitled to have delivered for lease development and operation. 

In the event the A.P.I. gravity of the raw unfractionated gasoline (deter¬ 
mined in accordance with subdivision A (3) of Paragraph 7) exceeds 93, the fol¬ 
lowing deductions shall be made from the applicable "Per Cent” in the above 
table: 

(a) 0.3 for each full degree that such gravity exceeds 93 when the gas deliv¬ 
ered tests 1 gallon or less per thousand feet, 

(b) 02 , for each full degree that such gravity exceeds 93 when the gas deliv¬ 
ered tests more than 1 gallon but not more than 2 gallons per thousand 
cubic feet, 

(c) 0.1 for each full degree that such gravity exceeds 93 when the gas deliv¬ 
ered tests more than 2 gallons but less than 3 gallons per thousand cubic 
feet. 

(d) No deduction shall be made when the gas delivered tests 3 gallons or 
more per thousand cubic feet. 
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Note to TABLE II: The “Price of Gasoline in Cents Per Gallon" to be used in 
this table shall be the arithmetic average of the prices per gallon of Grade 26-70 
natural gasoline, or its equivalent, f.o.b. Breckenridge, Texas, for sales of such 
gasoline published in Platt’s Oilgram for the settlement period, or the arithmetic 
average of the prices per gallon of 36° A.P.I. gravity crude oil posted by The 
Texas Company, Humble Oil and Refining Company and Gulf Oil Corporation 
for West Texas for the settlement period, whichever is higher. In the event no 
sales of Grade 26-70 natural gasoline, or its equivalent, f.o.b. Breckenridge, Texas, 
are published in Platt’s Oilgram for the settlement period, the arithmetic aver¬ 
age of such sales prices for the last preceding month in which sales were pub¬ 
lished shall be used as the price of Grade 26-70 natural gasoline. The applicable 
“Rate in Cents Per Thousand Cubic Feet" is the figure horizontally opposite 
the “Price of Gasoline in Cents Per Gallon”, determined as above provided, and 
vertically below the “Test Gasoline Content in Gallons per 1,000 Cu. Ft. of Gas" 
(GPM) corresponding to the test gasoline content of the gas delivered hereunder, 
as determined in accordance with Paragraph 6. Each test gasoline content and 
sales price division in the above table includes the smaller but excludes the 
larger figure. 

Whenever the “Price of Gasoline in Cents Per Gallon” exceeds 12c, the 
applicable "Rate in Cents Per Thousand Cubic Feet" shall be determined by 
means of the following formula: GPM x "Price of Gasoline in Cents Per Gal¬ 
lon" x .3333. Whenever the GPM xcecds 6.253, the applicable “Rate in Cents 
Per Thousand Cubic Feet" shall be determined by means of the following 
formula: GPM x "Price of Gasoline in Cents Per Gallon" x "Factor”. The 
“Factor” to be so employed shall be the applicable one shown in the table below: 


Price of Gasoline in Cents Per Gallon Factor 


Less than 2.0c.. .2250 

2.0 to 2.5 . -2500 

25 to 3.0 . -2625 

3.0 to 3.5 . -2750 

3 5 to 4.0 . -2875 

4.00 and above . -3333 


Each price division in the foregoing table includes the smaller but excludes the 
larger figure. 
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PHILLIPS PETROLEUM COMPANY 
Bartlesville, Oklahoma 

GAS STATEMENT 


Meter Sta. No. 

Plant 

Producer 

Lease 

Location 


16 S-l CF 48 HR CHT Accounting Period 

GOLDSMITH CH 14.65 

STANOLIND OIL & GAS CO 

SCHARBAUER R -CLEARFORK ZONE- MARCH 1951 
NW SEC 29 BLK 44 T&P RR SUR ECTOR CO TEX 


Owner’s Decimal Fraction 


in S/S Value of the Gas VST 


8/8 Volume of 
Gas Produced 
and saved at 
14.65 p. s. i. a. 

8/8 Value of 
Gas Produced 
and Saved 

8/8 Tax 
Deducted and 
Paid 

8 /8 Value of 
Gas Produced 
and Saved 
Less Tax 



M. c. f. 

149 33 

Dollars 

778 19 

Dollars 

4451 

Dollars 

733 68 



000488 4151 SUSPENSE 36 

007812 ROSE H & LEON GOODMAN 5 73 

4375 STANOLIND OIL & GAS CO 320 98 

4375 ATLANTIC REFG CO 32099 

002929 RALPH HOCHSTETTER 215 

001953 JOHN K FUNK 1 43 

038575 RUTH SCHARBAUER 28 30 

038575 CLARENCE SCHARBAUER JR 28 30 

000781 FALCON CO 58 

004882 CLIFFORD MOOERS 3 58 

000977 HOME STAKE ROYALTY CORP 72 

003906 KEYSTONE ROYALTIES INC 2 86 

008790 F A ANDREWS 6 45 

000078 JOSEPHINE W HERBERT 06 

000781 HERBERT ESTATES INC 57 

000488 JAY P WALKER 36 

001758 JULIAN W GLASS JR 1 29 

001953 MARSHALL & WINSTON INC 1 43 

000195 CRENSHAW ROYALTY CORP 15 

000313 L A GREENE 22 

000244 OLIVE A GRAY 18 

000244 C G GRAY 18 

000976 HENDERSON TRUSTS 72 

000488 ELSIE L ROOME 36 

001954 GLASS & REED 1 43 

000188 FRED H CAMPBELL & MARGUERITE F CAMPBELL 36 

000977 CHARLES W GRIMES 72 

000489 JAMES S LYTLE & JAMES S WATSON 

JOINT ADMR. OF THE EST OF M. J. LYTLE DEC’D 35 

001302 FREDERICK S. WINSTON & ELIZABETH MELONE WINSTON 96 

001302 MARTHA N. WHITAKER 95 

001302 FREDERICK S. WINSTON, TRUSTEE 96 
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PHILLIPS PETROLEUM COMPANY 
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[7881] 

Exhibit No. 68 

[Note: This exhibit was rejected by the Examiner at record 
2759 and not received in evidence. An offer oj proof was 
made on page 2760 oj the record by the State of Wisconsin 
and the Public Service Commission of Wisconsin.] 

. July 22, 1949 

Mr. Paul Endacott 
Building 

I am submitting figures relative to results of two possible 
methods of drilling 100 gas wells in the Hugoton Field. 
Under one of the methods considered, Phillips Petroleum 
Company will drill the wells on Phillips acreage and own 
them throughout their life. Phillips will also pay off the 
present note of $4,125,000 when it becomes due in 1953, 
and the Republic Supply will repay Phillips the $4,125,000 
in 1968, paying 3.5% interest for the entire period, which 
is the same rate it is now paying. We have assumed that 
Phillips will pay 3% on the $3,000,000 expended for drilling 
the 100 wells and also on the money used to pay off the 
note. Also, we have assumed that gas will be sold at 7^ 
per thousand cubic feet and that the wells will participate 
in the sales to Michigan-Wisconsin Pipe Line Company in 
accordance with that contract. 

On the second method of operation, we have assumed that 
the drilling will be farmed out to Kerr-McGee, which will 
borrow $7,125,000 at 4% interest for 15 years. With this 
money it will pay off the note and drill the wells. For the 
15-year period during which the loan is being repaid, we 
have assumed that Kerr-McGee will show no earnings. It 
will retain sufficient income from the sales of gas from the 
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wells to cover the repayment of the entire amount of bor¬ 
rowed capital plus interest and income taxes, and its share 
of the operating expenses. This could be done out of 81% 
of the working interest. During this period Phillips would 
retain a 19% W. I., paying its proportionate share of the 
operating costs, and would receive depletion allowance on 
its share of the gas sales. After the payout at the end of 
15 years, Phillips’ share of the working interest would jump 
to 75%, which would apply throughout the remaining life 
of the properties. The price for gas and the rate of take 
is the same as in the first case. 

The following table shows what might be expected by Phi¬ 
lips from its share of the two methods of development 
and also what Kerr-McGee would receive as its share of 
the second method of development. 
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Mr. Paul Endacott 

7-22-49 

Page 2 


[7882] 
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Mr. Paul Endacott 

7-22-49 

Page 3 

The figure of 19% W. I. which Phillips would retain during 
the payout period might be reduced if the gas sales were 
lower than estimated, thus giving some flexibility which 
might be of help in satisfying the bank’s question as to 
guaranteed minimum sales. The total operating revenue 
which Phillips would receive during the 15-year payout 
period from the 19% W. I. amounts to $2,404,000, so that 
by reducing Phillips’ working interest, based on some slid¬ 
ing scale tied in with total sales, the amount of money 
available for payment to the bank would be kept stable 
within certain limits of fluctuation of sales. 

We shall be glad to work up additional figures if you so 
desire. 


Yours very truly, 

KEB:LL 

cc: C. O. Stark 
S. S. Learned 
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Exhibit No. 69 

[Note: This exhibit was rejected by the Examiner at record 
2759 and was not received in evidence . An offer of proof 
was made on page 2760 of the record by the State of Wis¬ 
consin and the Public Service Commission of Wisconsin.] 

Bartlesville, Oklahoma 
October 20, 1949 
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Re: Drilling 100 Gas Wells in 

Panhandle-Hugoton Gas Field 

Mr. Paul Endacott 
Building 

I am submitting revised figures pertaining to the latest 
proposal with regard to the drilling of 100 gas wells in a 
portion of the Panhandle-Hugoton Gas Field dedicated to 
the Michigan-Wisconsin Pipe Line Company. 

The latest proposal under consideration would be for Phil¬ 
lips Petroleum Company to farm out 100 sections of gas 
acreage to Kerr-McGee, Republic Supply Company, or a 
new subsidiary of one or the other of the two companies. 
In this discussion the company accepting the assignments 
of our gas acreage will be termed the “new company”. 

Financing 

The new company would arrange for financing with the 
Prudential Insurance Company for approximately 
$7,125,000 payable over a 20-year period, with 1/20 of 
the total indebtedness to be paid each year together 
with interest at an estimated rate of 3.5%. The new 
company would agree to apply the full amount of its 
annual net income to the payment of interest and the 
minimum annual payments on the principal loan, and 
if such net income in any one year is not sufficient to 
meet such payments then Phillips Petroleum Company 
agrees to loan the new company enough to make up 
the difference. It is our understanding that agreement 
has not yet been reached as to the rate of interest 
which the new company would pay Phillips Petroleum 
Company on money so advanced to it. The new com¬ 
pany would agree to repay Phillips out of its share of 
the net income from the property in excess of the 
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amounts required to service the loan from the Insur¬ 
ance Company, but presumedly would not be obligated 
to repay Phillips unless the properties themselves pro¬ 
vided sufficient funds. Out of the proceeds of the loan, 
the new company would cause the indebtedness of 
$4,125,000 of Republic Supply Company to be paid, and 
would drill 100 wells on the gas acreage at an estimated 
cost of $30,000 per well or $3,000,000 in all. 

Terms of Farmout 

Under the proposed arrangement Phillips would assign 
to the new company 100 sections of gas acreage, re¬ 
serving an overriding royalty throughout the life of the 
property. During the period until the loan is retired, 
the overriding royalty would be 16% of the gross. This 
is the same as an override of 18.3% of the 7/8 working 
interest and is calculated to be equivalent to 20% 
working interest, which was tentatively agreed on in 
earlier negotiations. After the loan is paid off, the 
reservation to Phillips would amount to an override of 
48% of the gross, which is the same as 54.9% of the 
7/8 working interest, and is equivalent to 62.5 % work¬ 
ing interest. 


[7885] 


Mr. Paul Endacott 

10-20-49 

Page 2 

Operating and Purchase Contract 

An agreement would be entered into between Phillips 
Petroleum Company and the new company whereby 
the new company would agree to drill the wells and 
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complete them ready for connection to the gas pipe 
line. Phillips in turn would agree to lay the gathering 
system to connect the various wells and would pur¬ 
chase the raw gas at the well head at a price of 7^ 
per Mcf at the same pressure base as set out in the 
Michigan-Wisconsin contract (16.4 pounds). Phillips 
would also agree to operate the wells for a fixed 
amount. In our calculations we have assumed the total 
operating expense per well per year would be $800. 
Of that amount, Phillips would receive approximately 
$250 per well per year for looking after the wells, 
including routine maintenance charges, but the new 
company would pay the actual cost of ad valorem taxes 
and the cost of any necesary reconditioning work 
which may have to be done on any of the wells through¬ 
out their life. There would also be a provision whereby 
Phillips would substitute new sections of acreage for 
any on which the wells have a lower initial potential 
than an agreed minimum. Details as i*> this item are 
not yet agreed on. 

Present estimates of the Gas Department indicate that 
only 60 of these wells will be needed by the middle of 
1950 and the remainder during the first half of 1951. 
If they are all drilled in 1950 it will require around a 
$400,000 investment by Phillips in unneeded field lines. 
Dividing the development into two years would fit into 
the tax picture better also. 

Volume of Sales 

The Gas Advisory Committee made an analysis of the 
possible rate of sales which might be expected from 
the acreage dedicated to the Michigan-Wisconsin line. 
This analysis was made after the Federal Power Com¬ 
mission denied Michigan-Wisconsin’s application for in- 
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creased volume. However, it feels that by 1952 the 
certificate will be granted permitting sales to Michigan- 
Wisconsin of approximately 343,000,000 cubic feet daily. 
In our calculations we have used estimates of the Gas 
Advisory Committee, making figures for both the so- 
called “maximum’ 7 and “minimum” rate of sales. The 
following table gives the rate of sales per well per day: 

Mcf per Day per Well 
Pressure Base 16.4 psia 



Maximum 

Minimum 

First 5 years 

352 

289 

Second 5 years 

318 

255 

Third 5 years 

374 

319 

Fourth 5 years 

374 

329 

Fifth 5 years 

304 

334 

Sixth 5 years 

223 

293 


Economic Analysis 

Owing to the intangible drilling deductions there will 
be a very substantial tax credit during the development 
stage of the property. If the tax returns of the new 
company are not consolidated with the parent company 
the new company would have a tax credit which it 
could carry forward, but it probably 

[7886] 

Mr. Paul Endacott 

10-20-49 

Page 3 

Economic Analysis Continued 

could not benefit fully from the credits. It is our under¬ 
standing that it is the intention of the Kerr-McGee 
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management to consolidate the earnings of the new 
company with those of the parent company, in which 
event the net result of these intangible drilling de¬ 
ductions would be a substantial saving in income taxes 
to the parent company. There would be a small penalty 
due to the consolidation but since, from our view point, 
there is no need of a subsidiary, we feel we should not 
be forced to stand this penalty. 

Under the so-called maximum sales basis, figures show 
that the loan would be completely paid off in a few 
months less than 20 years, entirely out of the new 
company’s share of the operating profit after Federal 
income taxes. In 1958 Phillips would have to advance 
to the new company out of its own overriding royalty 
income approximately $70,000, in 1959 approximately 
$82,000, and in 1940 approximately $3,000, or a total 
of approximately $155,000. If so desired this could be 
repaid within a period of six years out of excess earn¬ 
ings of the new company above the minimum require¬ 
ments to service the loan. By the end of the 20-year 
period, Phillips would have recovered from its 16% 
overriding royalty a total of $1,964,000, assuming that 
the above-mentioned advance was repaid out of excess 
earnings. At the time of payout, the new company, of 
course, would have had no profit, but from that time 
on would have the full working interest in the 100-well 
property, subject only to a 48% overriding royalty to 
Phillips, with no debts. During the subsequent life of 
the property the total profits of the new company after 
income taxes are estimated at $2,152,000. 

Under the so-called minimum sales basis the results 
would not be quite so favorable. During the period 
1954 to 1967 Phillips would have to advance funds to 
the new company in the amount of $1,286,000, such 
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advances would be in excess of Phillips’ income from 
the 16% overriding royalty, the maximum advance 
being in the year 1955 in the amount of $186,000, which 
would be $113,000 more than the 16% overriding royal¬ 
ty during that year. At the end of 1959 Phillips would 
have advanced to the new company the equivalent of 
all of its 16% overriding royalty up to that time plus 
$205,000 in addition. From 1959 on the advances to the 
new company would continue until 1967 but would 
never in any one year amount to as much as the 16% 
overriding royalty. By the end of the 20-year period, 
at which time the Insurance Company loan would be 
paid off, the total accumulated amount of the 16% 
overriding royalty would have been approximately 
$1,646,000, of which Phillips would have received in 
cash $376,000 and would have an account receivable 
from the new company in the amount of $1,270,000. 
This latter amount would be paid back by the new 
company out of its share of the earnings by the end of 
6.9 additional years. Under the minimum basis the 
new company would not receive any actual earnings 
for a period of approximately 27 years. Thereafter, 
its total profit after income taxes is estimated at 
$1,297,000. 

It is the feeling of the Gas Advisory Committee that 
the actual amount of sales will be between the maxi¬ 
mum and minimum, but nearer to the maximum than 
the minimum. If this is true then the financing results 
of the new company would be more nearly those set 
forth on the maximum basis. 
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Mr. Paul Endacott 

10-20-49 

Page 4 

In our figures we have not credited any refunds which 
might be due Phillips under the terms of the Republic 
pipe deal. We understand that these would be used to 
repay the loan at a faster rate and Phillips' override 
would be increased to 48% at an earlier date than 
estimated. The amounts of these refunds are difficult 
to estimate and were therefore not considered. In our 
analysis we have assumed a cost of $30,000 per well. 
We believe competitive bids on a large number of wells 
such as in this instance will reduce this by at least 
$2,000 per well. Also, all money needed for the 100 
wells need not be borrowed at the outset. Items like 
these indicate our figures may be too conservative. 

Other Methods of Development 

The management will undoubtedly want to know the results 
of other methods of developing the property and we have 
compiled comparative figures. If the 100 wells were drilled 
with Company funds in the normal manner, the investment 
of $3,000,000 would be returned in 4.7 years on the maxi¬ 
mum basis and 5.4 years on the minimum basis, with annual 
rates of return of 26% and 20% respectively. If, in addition 
to the $3,000,000 investment, we add the $4,125,000, then 
the payout would be 13.2 years on the maximum basis and 
15.9 years on the minimum basis, and the annual rate of 
return would be 7% and 6% respectively. 

Under the new method of financing whereby Phillips is 
required to obligate itself to loan the new company funds 
sufficient to meet the minimum annual payments, the man- 
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agement might want to consider handling the deal through 
a subsidiary, either an existing one or a new one. A Phillips 
subsidiary could make identically the same or perhaps a 
better financing deal with the Insurance Company, in which 
event the profit to the new company of $2,152,000 under 
the maximum basis and $1,297,000 under the minimum basis 
would be kept within Phillips Petroleum Company rather 
than going to a foreign company. In addition, there should 
be a profit of at least $300,000 to the company drilling the 
wells and this amount would also be saved by having the 
deal handled by a Phillips subsidiary. 

We have discussed with the Comptroller’s Department the 
matter of whether a footnote would be required on the 
Phillips Petroleum Company balance sheet covering this 
type of financing. It is by no means certain that a footnote 
would not be required, but tentatively Mr. Parr is of the 
opinon that it would not be necessary to have a footnote 
because of the relatively small amount of annual loan which 
would probably be required under the most severe condi¬ 
tions. If the deal were handled through a subsidiary such 
as West Edmond Oil Company, the same reasoning would 
apply insofar as the financing plan is concerned, but since 
there is a possibility that Phillips may be required to in¬ 
clude in its consolidation the West Edmond Oil Company 
the same possibility would apply to this additional deal. 

We shall be pleased to furnish any additional figures you 
may desire in this connection. 

Yours very truly, 

KEBrLL 

cc: Mr. S. S. Learned 
Mr. C. O. Stark 
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[7888] 

Exhibit No. 70 

[Note: This exhibit was rejected by the Examiner at record 
2759 and not received in evidence. An offer of proof 
was made on page 2760 of the record by the State of Wis¬ 
consin and the Public Service Commission of Wisconsin.] 

Bartlesville, Oklahoma 
November 14, 1949 

Re: Drilling 100 Gas Wells in 

Panhandle-Hugoton Gas Field 

Mr. Stanley Learned 
Mr. C. O. Stark 
Building 

I am submitting revised figures pertaining to the latest pro¬ 
posal for Phillips Petroleum Company to farm out 100 sec¬ 
tions of gas acreage in that part of the Panhandle-Hugoton 
Gas Field dedicated to the Michigan-Wisconsin Pipeline 
Company to Republic Supply Company or a new subsidiary. 
In this discussion the company accepting the assignments 
of our gas acreage is termed the “new company”. 

Financing 

The new company will borrow from Prudential Insurance 
Company approximately $7,125,000 payable over a 20-year 
period and bearing interest at 3.25%. Out of the proceeds of 
the loan, it will cause the $4,125,000 indebtedness of Re¬ 
public Supply Company to be paid, either by lending or 
advancing the funds to Republic. Also, it will drill 100 gas 
wells on the acreage farmed-out by Phillips at an estimated 
cost of $3,000,000, or $30,000 per well. The new company 
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will apply all of its net cash proceeds after operating 
charges and taxes to the payment of interest on the loan 
and the reduction of principal. Such cash proceeds will 
consist of net income plus reserves charges and of the re¬ 
funds now accruing to Phillips under the Republic pipe 
deal. Under the deal now contemplated these refunds will 
be paid by Republic to the new corporation to reduce the 
loan or advance of $4,125,000. If in any one year the net 
proceeds are not sufficient to meet the minimum require¬ 
ments for reducing principal after paying interest, Phillips 
will advance the new company enough money to make up 
the difference. Subsequently, the new company will repay 
any such advances to Phillips from its net proceeds in years 
when they exceed the amounts required to service the loan 
from the insurance company. Presumably, the new com¬ 
pany would not be obligated to repay Phillips unless the 
gas properties themselves and the refunds from Republic 
provided sufficient funds. Further, the refunds by Republic 
cease, as to any direct or indirect credit to Phillips, upon 
full repayment of the loan to the insurance company and 
of all advances by Phillips to meet minimum requirements 
to process the insurance company loan. 

Terms of Farmout 

Phillips reserves an overriding royalty on the gas acreage 
throughout the producing life. Until the loan is retired, 
the override will be 16% of gross. This is calculated to be 
equivalent to 20% working interest, which was tentatively 
agreed on in earlier negotiations. After the loan is paid 
off, the override will be 48% of gross, which is equivalent 
to 62.5% working interest. 
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Operating and Purchase Contract 

The new company will drill and complete the wells ready 
for connection to the gas pipe line. Phillips will substitute 
new sections of acreage for any w T hich prove to be dry or 
on which the wells have a lower initial potential than 2.5 
MMCF per day. Phillips will lay the gathering system, 
connect the wells and purchase the raw gas at the well head 
at 7? per MCF at the same pressure base as set out in the 
Michigan-Wisconsin contract (16.4 pounds). Phillips will 
also operate the wells for a fixed amount. In our calcula¬ 
tions we have assumed the total operating expense per well 
per year would be $800. Of that amount, Phillips would 
receive approximately $250 per well per year for looking 
after the wells, including routine maintenance charges, but 
the new company will pay the actual cost of ad valorem 
taxes and of any necessary reconditioning work on any of 
the wells throughout their life. 

[7889] 

Page Two 

Operating and Purchase Contract (Cont’d.) 

Present estimates of the Gas Department indicate that 60 of 
these wells will be needed by the middle of 1950 and the 
remainder during the first half of 1951. If they were all 
drilled in 1950 it would require around $400,000 investment 
by Phillips in unneeded field lines. Dividing the develop¬ 
ment into two years also fits into the tax picture better. 

Volume of Sales 

The Gas Advisory Committee made an analysis of the pos¬ 
sible rate of sales which might be expected from the acreage 
dedicated to the Michigan-Wisconsin line. This analysis 


1198 



7889 


was made after the Federal Power Commission denied 
Michigan - Wisconsin's application for increased volume. 
However, it feels that by 1952 the certificate will be granted 
permitting sales to Michigan-Wisconsin of approximately 
343,000,000 cubic feet daily. In our calculations we have 
used estimates of the Gas Advisory Committee, making 
figures for both the so-called “maximum” and “minimum” 
rates of sales. The following table gives the rate of sales 
per well per day: 

MCF per Day per Well 

Pressure Base 16.4 psia 



Maximum 

Minimum 

First 5 years 

352 

289 

Second 5 years 

318 

255 

Third 5 years 

374 

319 

Fourth 5 years 

374 

329 

Fifth 5 years 

304 

334 

Sixth 5 years 

223 

293 


Economic Analysis 

Our analysis includes as costs to the new company delay 
rentals of $40,000 and $48,000 as the cost of two dry holes 
assumed to be drilled in the development program. No 
allowance was made for wells smaller than the 2.5 MMCF 
minimum initial potential since it was assumed reimburse¬ 
ment of cost would be received from whomever took over 
such wells. 

We understand that the Republic management intends to 
consolidate earnings of the new company with those of 
the parent company to take advantage of the tax savings 
through intangible development costs and percentage de¬ 
pletion. There would be a small penalty from consolidation 
of returns, but the over-all effect cannot be calculated with- 
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out estimates of Republic’s earnings, which are not avail¬ 
able. Therefore, in our calculations we have considered the 
tax situation of the new company standing alone. We have, 
however, included the assumption that losses can be carried 
forward for five years in computing income taxes. This 
compares with the existing situation by which losses can be 
carried forward only two years. 

This method of treating income taxes results in the new 
company paying no tax during the first seven years under 
either the so-called “maximum” or “minimum” sales basis. 
However, this shows the new company as not being able 
to use $550,000 of income tax credits in the “maximum” 
case and $725,000 in the “minimum” case because of having 
to forego certain deductions when using the five-year carry 
forward privilege. We recommend that the new company 
and Republic be required to use that method of reporting 
for income taxes which gives the greatest advantage to the 
new company. 

[7890] 

Page Three 

Economic Analysis (Cont’d.) 

Under the maximum sales basis, figures show that the loan 
would be completely paid off in approximately 16 years, 
entirely from the new company’s share of the net proceeds 
from gas sales after Federal income taxes, plus the refunds 
from Republic Supply Company. By the end of the payout 
period, Phillips will have recovered from its 16% over¬ 
riding royalty a total of $1,468,000, and will receive around 
$6,000,000 in 35 years. At the time of payout, the new 
company, of course, would have had no profit, but from that 
time on would have the full working interest in the 100 
wells, subject only to a 48% overriding royalty to Phillips, 
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with no debts. At the end of 35 years the total profits of 
the new company after income taxes are estimated at 
$2,925,000. 

Under the minimum sales basis, the results would be less 
favorable. During the period 1952 to 1959, inclusive, Phil¬ 
lips would have to advance funds to the new company in 
the amount of $340,000, the maximum advance being in the 
year of 1957 in the amount of $55,000. Never in any one 
year would the advances amount to as much as the 16% 
overriding royalty. The advances by Phillips to the new 
company to be repaid to Phillips out of proceeds above 
the minimum amounts required to process the loan are 
estimated to be fully repaid by 1964. By the end of 19 
years the Insurance Company loan will be paid and the 
total accumulated amount of the 16% overriding royalty 
will approximate $1,500,000. Phillips will receive from its 
overriding royalty around $5,720,000 in 35 years. Profit of 
the new company after income taxes in 35 years is esti¬ 
mated at $2,530,000. 

General 

Minimum requirements for payments on the principal of 
the loan have not been firmly set. It is definite that no 
minimum shall apply during the first two years, 1950 and 
1951. Thereafter, the minimum shall be either 1/18 of the 
remaining unpaid principal or 1/20 of the original amount 
of the loan. In our calculations, we used 1/18 of the unpaid 
principal at the end of 1951, which gave larger necessary 
annual payments than if 1/20 had been used. The net 
effect of this is that should the lower minimum apply, the 
amount of the deficit which will have to be advanced by 
Phillips will be smaller than indicated in the figures given. 

The Gas Advisory Committee feels that the actual amount 
of sales will be between the maximum and minimum, but 
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nearer to the maximum. If this is true, the financing results 
of the new company would be more nearly those set forth 
on the maximum basis. 

In our figures the refunds assumed to be due under the 
terms of the Republic pipe deal have been set at $125,000 
per year for the first 5 years and $150,000 per year there¬ 
after. 

We have assumed development cost of $30,000 per well. 
We believe competitive bids on such a large number of 
wells will reduce this figure by at least $2,000 per well. 

A copy of this analysis is being sent to Mr. Parr, who will 
give an opinion as to whether a footnote will be required 
on the Phillips Petroleum Company balance sheet covering 
this type of financing. 

We shall be pleased to furnish any additional figures you 
may desire in this connection. 

Very truly yours, 


RAH: wl 


cc—R. E. Parr 
W. A. Hensley 
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SUMMARY 

RESULTS OF PROPOSED FARMOUT OF 100 GAS WELLS 
-HUGOTON GAS FIELD 


Maximum Sales 

Phillips 16% of Gross 

ORR during payout of New Company's 
loan—48% of gross Share after 

OR thereafter ORRI 


Cross MMCF Gas 16.4# P. B.-35 years* 389,200 

Net MMCF 125,594 

Net Factor .3227 

Value <g> 7c $8,791,600 

Refund (Republic pipe deal) 

TOTAL GROSS RECEIPTS $8,791,600 

Less: 

Operating Expense $ 456,000 


Rentals 

Two dry holes @ $24,000 
Development cost—100 wells @ $30,000 
Amount to pay note 
Interest on borrowed money @ %V\% 

Estimated Income Tax** 2,293.800 


389,200 

214.955 

.5523 

$15,046,900 

2,215,000 

$17,261,900 

$ 3,558,700 
40,000 
48,000 
3.000,000 
4,125,000 
2,048,100 
1.536,200 


TOTAL DEDUCTIONS 


$2,749,800 $14336,000 


PROFIT AFTER INCOME TAX $6,041,800 


$ 2,925.900 


Period covered by this analysis—years 
Years to pay out loan 


35 

15.6 


*—35 years production used, although reserves will not be exhausted by assumed 
production in that period. 


••—In calculating taxable income, percentage depletion of 27 ! /2% was assumed to 
continue for the period used. Income tax rates of 38% were used for the 
entire period. It was assumed that the period for carrying forward losses in 
computing taxable income would be 5 years. 


Note: Minimum annual requirements for repayment of $7,125,000 loan. No mini¬ 
mum 1st two years; thereafter, 1 /18 annually of unpaid balance at end of 
second year. 
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SUMMARY 

RESULTS OF PROPOSED FARMOUT OF 100 GAS WELLS 
-HUGOTON GAS FIELD 


Minimum Sales 

Phillips 16% of Gross 

ORR during payout of New Company's 
loan—48% of gross Share after 

OR thereafter ORRI 


Gross MMCF Gas 16.4# P. B.-35 vears* 378.150 

Net MMCF 118.924 

Net Factor .3145 

Value @ 7c $8,324,700 

Refund (Republic pipe deal) .... 


378,150 

211.957 

5605 

$14,837,000 

2.692.000 


TOTAL GROSS RECEIPTS $8,324,700 

Less: 

Operating Expense $ 433,000 

Rentals 

Two dry holes @ $24,000 
Development Cost 100 wells @ $30,000 
Amount to pay note 
Interest on borrowed money <Q> SV4% 

Estimated income tax** 2,173,700 


$17529.000 


$ 3524.000 
40.000 
48.000 
3.000.000 
4,125.000 
2.481.100 
1510500 


TOTAL DEDUCTIONS 


$2,606,700 $14,728,600 


PROFIT AFTER INCOME TAX $5,718,000 


$ 2.800.400 


Period covered by this analysis—years 
Years to pay out loan 


35 

18.8 


•—35 years production used, although reserves will not be exhausted by assumed 
production in that period. 

••—In calculating taxable income, percentage depletion of 2714% was assumed to 
continue for that period used. Income tax rates of 38% were used for the 
entire period. It was assumed that the period for carrying forward losses in 
computing taxable income would be 5 years. 


Note: Minimum annual requirements for repayment of $7,125,000 loan. No mini¬ 
mum 1st two years: thereafter, 1 /18 annually of unpaid balance at end of 
second year. 
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[7893] 

Exhibit No. 71 

[Note: This exhibit was rejected by the Examiner at record 
2759 and not received in evidence. An offer of proof 
was made on page 2760 of the record by the State of Wis¬ 
consin and the Public Service Commission of Wiscorisin.] 

RECEIVED 
DEC 23 1949 

LAND DEPT. 

Bartlesville, Oklahoma 
December 20, 1949 

Mr. C. O. Stark 
Building 

Dear Mr. Stark: 

As you requested, we have prepared and are attaching here¬ 
to summaries of estimated results from developing and pro¬ 
ducing the 100 gas well locations in the Hugoton Gas Field 
proposed to be included in the deal with Tascosa Gas Com¬ 
pany. 

The first summaries show the results over 35 years of opera¬ 
tion to the owner of a full unencumbered working interest 
who would be able to take full advantage of charges for 
intangible drilling costs in payment of income taxes. These 
results are shown for both “maximum” gas production and 
for the “anticipated actual” gas production. 

The other two summaries show the results over 35 years of 
operation to Phillips from its overriding royalty and to 
Tascosa from its interest under terms of the proposed deal 
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with Tascosa and for both the “maximum” and “anticipated 
actual” gas production. 

Very truly yours, 

K. E. Beall 


RAH: wl 


[7894] 

DEAL WITH TASCOSA GAS COMPANY 
Estimated Maximum Gas Sales 


P. P. Co. 16% 
of Gross ORR 
during payout of 



loan and 48% 

Tascosa’s 


of gross ORR 

Interest 


thereafter 

After ORR 

Gross MMCF Gas 16.4#—35 yrs. 

Prod. 

382,400 

382,400 

Net MMCF Gas 

122,788 

211,818 

Net Factor 

.3211 

.5539 

Value @7^ per MCF 

$8,595,000 

$14,827,000 

Refund from pipe deal 

313,000 

2,223,000 

TOTAL INCOME 

Less: 

$8,908,000 

$17,050,000 

Lifting Cost 

$ - 

$2,729,000 

Gross Production Tax 5.2% 

447,000 

771,000 

Lease rentals 

— 

40,000 

Interest on borrowed money 

— 

2,061,000 

Amount to pay note 

— 

4,128,000 


Development Cost (100 wells @ 
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$28,000—2 dry holes @ 

$24,000) 

— 

2,848,000 

Estimated income tax (Rate 38%) 

2,317,000 

1,677,000 

TOTAL DEDUCTIONS 

$2,764,000 

$14,254,000 

PROFIT AFTER INCOME TAX 

$6,144,000 

$2,796,000 

Period covered by this analysis—years 

35 

Years to pay out loan 

12-20-49 


15.6 
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ESTIMATED RETURNS TO A FULL UNENCUMBERED 
WORKING INTEREST FROM 100 GAS W ELLS 
HUGOTON FI ELD 


Estimated Maximum Gas Sales 


GROSS MMCF Gas 16.4# (35-year period) 

382,400 

NET MMCF .875 

334,600 

Value @ 7£ Per MCF 

$23,422,000 

Less: 


Lifting Cost 

$2,729,000 

Gross Production tax (5.2%) 

1,218,000 

Lease Rentals 

40,000 

Income Tax (Rate 38%) 

3,962,000 

TOTAL EXPENSE 

$7,949,000 

Net after Expenses 

$15,473,000 

Development Cost (100 wells @ $28,000— 


2 dry holes @ $24,000) 

2,848,000 

PROFIT AFTER INCOME TAX 

$12,625,000 

Period covered by this analysis—years 

35 

Estimated years to pay out 

4.9 

Annual rate of return 

22% 

12-20-49 
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DEAL WITH TASCOSA GAS COMPANY 
Anticipated Actual Gas Sales 


P. P. Co. 16% 
of Gross ORR 
during payout of 


loan and 48% 

Tascosa’s 


of gross ORR 

Share 


thereafter 

After ORR 

Gross MMCF Gas 16.4# 

368,700 

368,700 

Net MMCF Gas 

121,355 

201,245 

Net Factor 

.3291 

.5459 

Value @ 7c Per MCF 

$8,496,000 

$14,089,000 

Refund from pipe deal 

304,000 

2,242,000 

TOTAL INCOME 

$8,800,000 

$16,331,000 

Less: 

Lifting Cost 

$ - 

$2,729,000 

Gross Production Tax (5.2%) 

441,000 

733,000 

Lease Rentals 

— 

40,000 

Interest on borrowed money 

— 

2,096,000 

Amount to pay note 

— 

4,128,000 

Development Cost (100 wells @ 

$28,000—2 dry holes @ 

$24,000) 

— 

2,848,000 

Estimated Income Tax (Rate 38%) 2,288,000 

1,556,000 

TOTAL DEDUCTIONS 

$2,729,000 

$14,130,000 

PROFIT AFTER INCOME TAX 

$6,071,000 

$2,201,000 

Period covered by this analysis—years 

35 

Years to pay out loan 


15.8 

12-20-49 
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ESTIMATED RETURNS TO A FULL UNENCUMBERED 
WORKING INTEREST FROM 100 GAS WELLS 
HUGOTON FIELD 

Anticipated Actual Gas Sales 


GROSS MMCF Gas 16.4# (35-year Prod.) 

368,700 

NET MMCF Gas .875 

322,600 

Value @ 7^ Per MCF 

$22,585,000 

Less: 


Lifting Cost 

$2,729,000 

Gross Production Tax (5.2%) 

1,174,000 

Lease rentals 

40,000 

Income Tax (Rate 38%) 

3,724,000 

TOTAL EXPENSE 

$7,667,000 

Net after Expenses 

$14,918,000 

Development Cost (100 wells @ $28,000— 


2 dry holes @ $24,000) 

2,848,000 

PROFIT AFTER INCOME TAX 

$12,070,000 

Period covered by this analysis—years 

35 

Estimated years to pay out 

5.4 

Annual rate of return 

20% 


12-20-49 

[7898] 

Exhibit No. 72 

[Note: This exhibit was rejected by the Examiner at record 
2759 and was not received in evidence. An offer of proof 
was made on page 2760 of the record by the State of Wis¬ 
consin and the Public Service Commission of Wisconsin.] 
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RECEIVED 
JAN 6 1950 
Land Dept.-1 
January 6, 1950 

Mr. Stanley Learned 
Building 

Dear Mr. Learned: 

Attached is a table showing by years the accumulated esti¬ 
mated net receipts which would have accrued from the 
drilling by Phillips of the 100 gas wells farmed out to 
Tascosa, after allowing for payment of the Republic note 
in 1953 and the receipt from Republic of repayment in 1968; 
the accumulated estimated net receipts under the Tascosa 
farmout; and the accumulated net difference in Phillips 
cash position under the deal made. All figures are after 
income taxes. 

The table also shows the present worth of net receipts in 
each case after discount at 7%, the values being approxi¬ 
mately equal at that rate. At discount rates less than 7% 
returns from development by the Company would have the 
greater present worth, while returns from the Tascosa 
farmout would show the greater present worth at discounts 
higher than 7%. Therefore, if returns greater than 1% can 
be made by the Company on its capital investments, the 
returns from the Tascosa deal will prove more advan¬ 
tageous than if the wells had been drilled by the Company. 

Very truly yours, 

K. E. BeaH 
/s/ K. E. Beall 

RAH: WL 
Att. 

cc—C. O. Stark 
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k Year 

1950 

*1951 

1952 

1953 

1954 
•1955 

1956 

1957 

1958 
959 

1960 

1961 

1962 

1963 
4964 

1965 

1966 

1967 
968 

1969 

1970 

1971 

1972 

1973 

1974 
♦975 

1976 

1977 

1978 
979 

1980 

‘1981 

982 

983 
84 


[7899] 

“Anticipated Actual” Production Basis 


'Maximum” Production Basis 


Accumulated Total Net Cash Receipts 

Gain under 

Accumulated Total Net Cash Receipts 

Gain under 

Development 

Tascosa 

Tascosa 

Development 

Tascosa 

Tascosa 

by Phillips 

Farmout 

Farmout 

by Phillips 

Farmout 

Farmout 

$ 1.074380 

$ 17,000 

$1,091380 

$ 1,070,770 

$ 37300 

$1,108,070 

1353310 

115,800 

1,669,110 

1305.770 

128.900 

1.634,670 

1.127.910 

195300 

1323210 

1,024.710 

228.500 

1253210 

4,828.230 

191.900 

5,020,130 

4,669,370 

328,100 

4.997,470 

4,404.300 

188300 

4392,800 

4.189.780 

427.700 

4.617,480 

4.002.620 

146300 

4.149,120 

3.738.590 

517.700 

4256290 

3.600.870 

104300 

3.705.370 

3287.300 

565,400 

3,852.700 

3.199.050 

62300 

3261350 

2.836.000 

590.900 

3.426,900 

2.797.160 

20300 

2.817.660 

2.384.600 

616.400 

3.001,000 

2395.190 

21300 

2373.690 

1.933.120 

641.900 

2,575,020 

1.909.620 

50,700 

1,960320 

1.394.900 

785300 

2,180,400 

1,423.970 

122,900 

1346,870 

856,600 

929,100 

1,785,700 

938,230 

195.100 

1,133330 

318210 

1.072.700 

1390.910 

452.400 

267300 

719,700 

220270 

1216.300 

996,030 

33320 

339300 

305.880 

758.840 

1359.900 

601,060 

535.780 

538.000 

2220 

1297.500 

1.609.300 

311,800 

1.018.140 

1.137,600 

119,460 

1.836260 

1,971,400 

135,140 

1310.600 

1.737200 

226.600 

2375,120 

2333300 

41.620 

6.196.940 

2336.800 

3.860.140 

7.107.860 

2,695.600 

4,412260 

6.686,400 

2.765300 

3.920.900 

7.643,720 

3,057.700 

4 386.020 

7,127.820 

3,031.100 

4.096.720 

8.071250 

3315.800 

4.755.45Q 

7369.240 

3296.700 

4272340 

8.498.780 

3373.900 

4.924.880 

8,010.660 

3362300 

4.448,360 

8,926.310 

3,832.000 

5.094,310 

8.452.080 

3.827.900 

4.624,180 

9353,840 

4.090,100 

5263,740 

8.893300 

4,093300 

4,800,000 

9.781.370 

4,348200 

5.433.170 

9,231,260 

4302,400 

4,928.860 

10.083.560 

4337 300 

5346,060 

9369.020 

4311300 

5,057,720 

10.385.750 

4.726.800 

5.658.950 

9.906.780 

4,720200 

5,186380 

10.687.940 

4.916.100 

5,771,840 

10244340 

4.929,100 

5315.440 

10.990.130 

5.105.400 

5.884.730 

10382300 

5,138,000 

5,444300 

11292.320 

5294.700 

5,997,620 

10,879,840 

5324,600 

5355240 

11358,890 

5.464.500 

6.094,390: 

11.177380 

5311200 

5.666,180 

11.825.460 

5.634.300 

6,191.160 

11.474.920 

5.697.800 

5.777.120 

12.092.030 

5,80-1.100 

6287,930 

11.772.460 

5,884,400 

5.888.060 

12.358.600 

5.973,900 

6384,700 

12,070,000 

6,071,000 

5,999,000 

12,625,170 

6,143,700 

6,481,470 


'resent Worth 
>isc. ® 

7% $ 1365,000 


$1,441,000 


$ 1.799.000 $1,782,000 
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[7943] 

Exhibit No. 79 


PHILLIPS PETROLEUM COMPANY 
DELIVERIES TO MICHIGAN-WISCONSIN 
PIPE LINE COMPANY 
GAS PRODUCED AND PURCHASED 
DAILY AVERAGE M. C. F. @ 14.65 PSIA 
MONTH OF MARCH, 1951 
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PHILLIPS PETROLEUM COMPANY 
EXPLORATORY WELL COMPLETIONS 
1911 THRU 1950 
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Exhibit No. 81 
[7950] 
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Exhibit No. 82 


7997 


Map bearing the legend “Sheet No. 1 of Geo. F. Kelly’s— 
Millionth Scale Base Map of—The United States—Oil 
and Gas Edition—(Revised)”. 

[Because of its bulky nature this map is placed in a sep¬ 
arate volume entitled “Volume VI, Maps” See map No. 1.] 


[7989] 

Exhibit No. 86 

A map bearing legend “A portion of West Texas and South¬ 
eastern New Mexico” showing Phillips leased acreage, 
Phillips gas contract acreage, Phillips cancelled con¬ 
tract acreage, Phillips part interest lease, Phillips gaso¬ 
line plants and boosters and other company gasoline 
and carbon black plants and certain pipe lines. 

[Because of its bulky nature this map is placed in a sep¬ 
arate volume entitled “Volume VI, Maps” See map No. 2 .] 


[7997] 

Exhibit No. 91 

A map bearing legend “West Texas Goldsmith Area” show¬ 
ing acreage leased by Phillips, together with other data. 

[Because of its bulky nature this map is placed in a sep¬ 
arate volume entitled “Volume VI, Maps.” See map No. 3.] 
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Exhibit No. 95-A 

PERCENTAGE OF GAS 
SUPPLIED BY GULF OIL CORPORATION 
BASED ON VOLUMES FOR MARCH, 1951 

(Mcf @ 14.65) 


Crane 

Judkins 

Goldsmith 

Plant 

Plant 

Plant 

Total Gas Processed 1,187,713 

502,649 

3,889,639 

Volume from Gulf Oil Corp. 1,055,158 

107,600 

1,046,649 

Percentage of Total 88.84 

21.41 

26.91 


[8014] 

Exhibit No. 99-A 

A photograph from the air of the Fullerton Plant. 
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Exhibit No. 101 


Aerial photograph of the Euniee Plant. 
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Aerial photograph ot the' C rant' Plant. 
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Exhibit No. io:» 
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Exhibit No. 10 1 

A map of the Pampa Area. 

Because of its h'dh't; nature this man s i i 'aeen in a sepi- 
arate t'olume entitled "Y<>! u me \ I. Mails. Nee man .Vo. a.;! 
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Exhibit No. 107 


PHILLIPS PETROLEUM COMPANY 
NUMBER OF 

CASINGHEAD GAS PURCHASE CONTRACTS 
AT PHILLIPS PLANTS AS OF MARCH L I0.Y) 
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Eunice 

47 0 

47 

100 

Goldsmith 

69 20 

49 

71 

Judkins 

54 3 

51 

94 

Hobbs 

34 32 

2 

6 

Lee 

12 8 

4 

33 

Seminole 

23 0 

23 

100 

Fullerton 

35 6 

29 

83 

Oklahoma District 216 216 

0 

0 

Total 

651 325 

[8044] 
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Exhibit No. 109-B 
GAS ROYALTY AGREEMENT 

The undersigned Phillips Petroleum Company repre¬ 
sents that it is the owner of the gas rights under a valid 
and subsisting oil and gas lease or leases covering the 

following described land in.County, 

., to wit: 

insofar as said lease or leases cover said land, and each of 
the undersigned Royalty Owners represents that he is the 
owner, under said lease or leases, of a royalty interest in 
said land. 

IT IS AGREED THAT in consideration of the mutual 
covenants herein contained, said oil and gas lease or leases, 
insofar as they cover said land, shall be and are hereby 
amended, effective as of the date of first production of gas, 
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by substituting in lieu of the provisions therein contained 
for payment of royalty on all gas, other than casinghead 
gas, and all amendments or modifications of said provisions, 
if any, the following: 

“Royalty 

Lessee shall pay, on all sweet gas and sour gas, in¬ 
cluding all the components thereof, produced from said 
land and sold or used off the premises, a royalty de¬ 
termined as follows: 

The royalty on the total volume of sweet gas so 
produced and so sold or used shall never be less 
than four cents (4£) multiplied by one-eighth (%) 
of the total volume in M.c.f. of such sweet gas and 
the royalty on the total volume of sour gas so 
produced and so sold or used shall never be less 
than three and one-half cents (3%£) multiplied by 
one-eighth (%) of the total volume in M.c.f. of 
such sour gas. Whenever the weighted average 
price per M.c.f. received by Lessee from all sales of 
gas delivered within an area comprising Texas 
County, Oklahoma and Sherman and Hansford 
Counties, Texas, during any calendar month, ex¬ 
ceeds four cents (4^) per M.c.f., the royalty on the 
total volume of sweet gas so produced and so sold 
or used during the succeeding month shall be an 
amount equal to such weighted average price mul¬ 
tiplied by one-eighth ( a /s) of the total volume in 
M.c.f. of such sweet gas and the royalty on the 
total volume of sour gas so produced and so sold 
or used during such succeeding month shall be an 
amount equal to such weighted average price less 
.4466 $ multiplied by one-eighth (%) of the total 
volume in M.c.f. of such sour gas. 
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Definitions 

The term ‘natural gas’ shall include both gas pro¬ 
duced from gas wells and gas produced from oil wells. 

The term ‘casinghead gas’ shall mean any gas and/ 
or vapor indigenous to an oil stratum and produced 
from such stratum from an oil well. 

The term ‘sweet gas’ shall mean any natural gas, 
other than casinghead gas, containing not more than one 
and one-half (1%) grains of hydrogen sulphide per 
one hundred (100) cubic feet of gas computed to stan¬ 
dard conditions nor more than thirty (30) grains of 
total sulphur per one hundred (100) cubic feet of gas 
computed to standard conditions. 

The term ‘sour gas' shall mean any natural gas, 
other than casinghead gas, containing more than one 
and one-half (1%) grains of hydrogen sulphide per one 
hundred (100) cubic feet of gas computed to standard 
conditions or more than thirty (30) grains of total sul¬ 
phur per one hundred (100) cubic feet of gas computed 
to standard conditions. 

The term ‘standard conditions’ shall mean a tem¬ 
perature of sixty (60) degrees Fahrenheit and a pres¬ 
sure equal to that exerted by a thirty (30) inch column 
of mercury at thirty-two (32) degrees Fahrenheit. 

The term ‘M.c.f.’ shall mean one thousand (1,000) 
cubic feet of gas computed to a base pressure of 14.65 
pounds per square inch absolute and a base tempera¬ 
ture of sixty (60) degrees Fahrenheit. In making such 
measurements, the flowing temperature of the gas and 
the variable factors necessary to calculate the metered 
volumes in accordance with the Ideal Gas Laws and 
the variable factors to correct for deviation from the 


1227 



8044 


Ideal Gas Laws shall be in accordance with rules, regu¬ 
lations and determinations of the Railroad Commission 
of Texas. 

The phrase 'weighted average price per M.c.f. re¬ 
ceived by Lessee from all sales of gas/ shall mean the 
weighted average price, computed as hereinafter pro¬ 
vided, received by Lessee and its subsidiaries from the 
sale to others than Lessee and its subsidiaries of natural 
gas and any components of natural gas, excluding sales 
of casinghead gas sold in its natural state, delivered 
by Lessee in the form of gas within the above desig¬ 
nated area. In computing said weighted average price, 
there shall not be deducted any cost of transportation 
or purification incurred by Lessee, and any amount per 
M.c.f. received by Lessee from the purchaser for trans¬ 
portation or purification prior to delivery shall be 
deemed to be a part of the price per M.c.f. received 
by Lessee, but, from the price per M.c.f. received by 
Lessee from any such sale which is made at an average 
pressure in excess of the average shut-in wellhead pres¬ 
sure of all wells within the above designated area from 
which sweet gas and sour gas are produced and/or 
purchased by Lessee, there shall be deducted .1116^ per 
M.c.f. for each twenty-five (25) pounds or fraction 
thereof that the average pressure at which such sale 
is made so exceeds said average shut-in wellhead pres¬ 
sure. The shut-in wellhead pressures shall be as de¬ 
termined periodically by governmental agencies having 
jurisdiction or, if no such determinations are made, 
then as determined by Lessee in accordance with its 
practice. 

The term 'subsidiaries’ shall mean corporations of 
whose voting stock Lessee owns more than fifty (50) 
per cent. 
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The term ‘weighted average price 7 as used herein 
shall refer to weight with respect to volume and price 
only. 

In computing the volumes of sweet and sour gas 
produced from said land and sold or used off the prem¬ 
ises, there shall be deducted from the volumes pro¬ 
duced and saved from said land during any month the 
volumes used on the premises during such month for 
development or operation thereof whether produced 
on or off said premises. The volumes so used on the 
premises may be estimated in accordance with ap¬ 
plicable governmental rules and regulations or, if there 
are none, in accordance with Lessee’s practice.” 

Except as herein expressly modified, the terms and 
provisions of said oil and gas lease or leases and any amend¬ 
ments or modifications thereof, including any provision for 
shut-in gas well payments and any agreements pertaining 
to consolidations and unitizations, shall be and remain in 
full force and effect. 


[8045] 

It is understood and agreed that this Gas Royalty 
Agreement is prepared in multiple copies and that each 
Royalty Owner who executes this agreement or any copy 
thereof shall be bound thereby regardless of whether or 
not other Royalty Owners execute this agreement or a copy 
thereof. 

EXECUTED this.day of., 19. 

ROYALTY OWNERS 
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PHILLIPS PETROLEUM COMPANY 

By .. 

Vice President 


ATTEST: 


Assistant Secretary 


STATE OF. 

COUNTY OF. 



Individual Form Applicable Where 
Lands are in Oklahoma or Texas 

Before me, the undersigned, a Notary Public within 

and for said County and State, on this.day of 

., 19...., personally appeared.. 

to me known to be the identical person.... who executed the 
within and foregoing instrument, and acknowledged to me 

that.executed the same as.free and voluntary act 

and deed for the uses, purposes, and consideration therein 
expressed and set forth. 
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Given under my hand and seal of office the day and 
year last above written. 


Notary Public 

My commission expires: 


STATE OF. 

COUNTY OF. 



Individual Form Applicable Where 
Lands are in Oklahoma or Texas 


Before me, the undersigned, a Notary Public within 

and for said County and State, on this.day of 

., 19_, personally appeared., 

to me known to be the identical person.... who executed the 
within and foregoing instrument, and acknowledged to me 

that.executed the same as.free and voluntary act 

and deed for the uses, purposes, and consideration therein 
expressed and set forth. 


Given under my hand and seal of office the day and 
year last above written. 


My commission expires: 


Notary Public 


STATE OF. 

COUNTY OF. 


ss. 


Individual Form Applicable Where 
Lands are in Oklahoma or Texas 
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Before me, the undersigned, a Notary Public within 

and for said County and State, on this.day of 

., 19...., personally appeared., 

to me known to be the identical person.... who executed the 
within and foregoing instrument, and acknowledged to me 

that.executed the same as.free and voluntary act 

and deed for the uses, purposes, and consideration therein 
expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 


My commission expires: 


Notary Public 


[8046] 


STATE OF. 

COUNTY OF. 


ss. 


Individual Form Applicable Where 
Lands are in Oklahoma or Texas 


Before me, the undersigned, a Notary Public within 

and for said County and State, on this.day of 

., 19...., personally appeared.. 

to me known to be the identical person.... who executed the 
within and foregoing instrument, and acknowledged to me 

that.executed the same as.free and voluntary act 

and deed for the uses, purposes, and consideration therein 
expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 
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My commission expires: 


Notary Public 


STATE OF. 

COUNTY OF. 

Form for Use in Texas 
for Married Women 

Before me, the undersigned authority in and for said 

County and State, on this day personally appeared. 

., wife of., known to me 

to be the person whose name is subscribed to the foregoing 
instrument, and having been examined by me privily and 
apart from her husband, and having the same fully ex¬ 
plained to her, she, the said.., acknowledged 

such instrument to be her act and deed, and declared that 
she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish 
to retract it. 



Given under my hand and seal of office, this, 
day of.. 19. 


STATE OF. 

COUNTY OF 


Notary Public in and for the 

County of., 

State of. 

.|ss. 

Form for Use in Texas 
for Married Women 
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Before me, the undersigned authority in and for said 

County and State, on this day personally appeared. 

., wife of., known to me 

to be the person whose name is subscribed to the foregoing 
instrument, and having been examined by me privily and 
apart from her husband, and having the same fully ex¬ 
plained to her, she, the said., acknowledged 

such instrument to be her act and deed, and declared that 
she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish 
to retract it. 

Given under my hand and seal of office, this. 

day of., 19.— 


Notary Public in and for the 

County of.. 

State of.. 


STATE OF. 

COUNTY OF 



Form for Use in Texas 
for Married Women 

Before me, the undersigned authority in and for said 

County and State, on this day personally appeared. 

., wife of.. known to me 

to be the person whose name is subscribed to the foregoing 
instrument, and having been examined by me privily and 
apart from her husband, and having the same fully ex¬ 
plained to her, she, the said., acknowledged 

such instrument to be her act and deed, and declared that 
she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish 
to retract it. 
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Given under my hand and seal of office, this, 
day of..-., 19—. 


Notary Public in and for the 

County of.. 

State of.. 


[8047] 

STATE OF.| 

COUNTY OF./ SS ' 

Form for Use in Texas 
for Married Women 


Before me, the undersigned authority in and for said 

County and State, on this day personally appeared. 

., wife of.. known to me 

to be the person whose name is subscribed to the foregoing 
instrument, and having been examined by me privily and 
apart from her husband, and having the same fully ex¬ 
plained to her, she, the said., acknowledged 

such instrument to be her act and deed, and declared that 
she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish 
to retract it. 


Given under my hand and seal of office, this, 
day of., 19. 


Notary Public in and for the 

County of.. 

State of. 
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STATE OF. 

COUNTY OF. 


ss. 


Corporate Form Applicable Where 
Lands are in Oklahoma or Texas 


Before me, the undersigned, a Notary Public in and for 

said County and State, on this.day of., 

19...., personally appeared., to me 

known to be the identical person who subscribed the name 


of.to the within and foregoing 

instrument as its.President, and duly acknowledged 


to me that he executed the same as his free and voluntary 
act and deed, and as the free and voluntary act and deed 
of such corporation for the uses, purposes, and consideration 
therein expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 


My commission expires: 


Notary Public 


No 


GAS ROYALTY AGREEMENT 


FROM 
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TO 


Dated., 19 

No. Acres. 

County . 

State of . 


This instrument was filed for record on the 

.day of., 19., at 

.o’clock.M., and duly 

recorded in Book.., Page. 

records of.of this office. 

County Clerk or Recorder. 

County. 

State of.. 

By., Deputy 


When recorded return to 


49630-D 
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STATE OF. 

COUNTY OF. 

Corporate Form Applicable Where 
Lands are in Oklahoma or Texas 

Before me, the undersigned, a Notary Public in and for 

said County and State, on this.day of., 

19...., personally appeared., to me 

known to be the identical person who subscribed the name 


of.to the within and foregoing 

instrument as its.President, and duly acknowledged 


to me that he executed the same as his free and voluntary 
act and deed, and as the free and voluntary act and deed 
of such corporation for the uses, purposes, and consideration 
therein expressed and set forth. 

Given under my hand and seal of office the day and 
year last above written. 

My commission expires: 



Notary Public 
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[8052] 

Exhibit No. Ill 

Map of the Western part of Hutchinson County, Moore 
County and the Eastern part of Hartley County, Texas. 

[ Because of its bulky nature this map is placed in a sep¬ 
arate volume entitled Volume VI, Maps ” See map No. 6.] 
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Exhibit No. 119 

OKLAHOMA CORPORATION COMMISSION 
Oklahoma Citv, Oklahoma 
December 2, 1949 

Oil and Gas 

Conservation 

Department 

STATE OF OKLAHOMA / 

COUNTY OF OKLAHOMA ( SS 

The undersigned, Tom McMurray, Secretary of the 
Corporation Commission of the State of Oklahoma, hereby 
certifies that the instrument attached hereto is a true and 
correct copy of the original record on file with the Secretary 
of the Corporation Commission of the State of Oklahoma 
and that the undersigned has legal custody of the original 
record of which the attached is a true and correct copy. 

IN TESTIMONY WHEREOF, I hereunto set my hand 
and affix the seal of the Corporation Commission of the 
State of Oklahoma. 

Done in Oklahoma City, Oklahoma, this the 2nd day of 
December, 1949. 

/s/ Tom McMurray 

Secretary. 

%/ 

(SEAL) 
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[8083] 

BEFORE THE CORPORATION COMMISSION OF THE 

STATE OF OKLAHOMA 

In the Matter of the Application of 
Walker T. Pound, Conservation Office, 
for a well Spacing Order and Rules 
and Regulations Governing Produc¬ 
tion and Ratable Taking of Natural 
Gas in the GUYMON HUGOTON 
FIELD, Texas County, Oklahoma 

REPORT OF THE COMMISSION 

This cause came on for hearing before the Corporation 
Commission of the State of Oklahoma in its court room in 
the Capitol Office Building, Oklahoma City, Oklahoma, on 
the 24th day of May, 1945, at 10 o’clock A. M., upon the 
application filed by the Conservation Officer and pursuant 
to order of the Commission setting the same for hearing 
and notice published as required by law; at which hearing, 
Chairman Reford Bond and Commissioners Ray O. Weems 
and Wm. J. Armstrong sitting, Floyd Green, Conservation 
Attorney, appeared for the Conservation Department and 
the following appearances were made: Earl Pruet and Kel¬ 
sey Hutchinson for Peerless Oil and Gas Company; R. C. 
Foulston, George M. Green and R. M. Rainey for Republic 
Natural Gas Company; Colin C. Rae for Skelly Oil Com¬ 
pany; R. M. Williams and E. G. DeParade for Phillips 
Petroleum Company; Del Howard and Joe Rolston, Jr., for 
Cities Service Gas Company; Jarman and Jarman by Ed 
White for A. P. Gardner; and John Schoeppel for Waldo 
E. Stephens; whereupon evidence was presented in support 
of the application, and the Commission closed the case and 
took the matter under advisement. 
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FINDINGS 

1. That notice by publication of the filing of the ap¬ 
plication herein, the time and place of the hearing thereon, 
and the purpose of said hearing, has been regularly given 
in all respects as required by law, and the Commission has 
jurisdiction of the subject matter embraced in said appli¬ 
cation and of the parties interested therein, and jurisdiction 
to issue and promulgate and hereinafter prescribed order. 

2. That the application in this cause requests the issu¬ 
ance of a spacing order in the Guymon Hugoton Pool pur¬ 
suant to the provisions of House Bill No. 257 of the Twenti¬ 
eth Session of the Oklahoma Legislature. 

3. That under date of December 27, 1944, the Com¬ 
mission issued its Order No. 17410 in Cause CD No. 861, 
providing for the manner and method of determining the 
capacity of the wells to produce in said pool and the making 
of allocations to the wells, and the Conservation Depart¬ 
ment has been operating under said order since January 
1st, 1945. 

4. That the Hugoton Gas Field is located in the States 
of Oklahoma, Kansas, and Texas, and is one of the largest 
known gas reserves in the United States; that a large por¬ 
tion of said field lies within Texas County, Oklahoma, and 
has been named by this Commission the “Guymon-Hugoton 
Pool”; that the probably productive area of said pool is 
hereinafter more specifically described in this order. 

That the Guymon-Hugoton Pool constitutes one com¬ 
mon source of supply of gas, although there are three or 
more producing horizons that are inter-connected, which 
are known as the Crider, Winfield, and Harrington horizons 
and are found at an approximate depth of 2810 feet; that 
an average thickness of the producing formation is 45 feet; 
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that there are approximately 191 wells in said pool, of 
which approximately 156 are now producing and connected 
to pipe lines; that the virgin pressure in said pool was ap¬ 
proximately 442 pounds, but at the present time it has been 
reduced to approximately 400 pounds; that total reserves are 
estimated at seven trillion cubic feet. 

That the first gas well in said common source of supply 
was drilled in the year 1922; that several pipelines have 
been laid and several companies have interests in said pool 
and are now engaged in the drilling and production of gas 
wells or in the transmission of gas from said pool, or both. 

7. That pressure differentials exist to some extent be¬ 
tween the wells and leases in said field, which appears to 
be due primarily to the fact that some wells have been 
produced for a longer period and have produced more gas 
than others, which shows that there is some migration of 
gas from some leases to others, and unless action is taken 
by the Commission the differentials will increase and cause 
inequities due to drainage and waste will result. It is com¬ 
mon knowledge that gas in a formation migrates toward 
the wells that are on production and have the lowest 
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pressure, and that drainage thus caused, which if not equal¬ 
ized by counter-drainage from other properties, results in 
disproportionate production by the wells on the respective 
properties. 

8. That the Conservation Department has taken pro¬ 
duction tests at various times in said pool in compliance 
with Orders Nos. 16377 and 17410 heretofore issued by this 
Commission; that the most recent tests have been made in 
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compliance with said Order No. 17410, which takes into 
consideration acreage and deliverability; that well allow¬ 
ables have been established for the producing wells in said 
pool, and said allowables are set out in Exhibits Nos. 6 
and 7 introduced in evidence in this cause; that this order 
should become effective as of June 1, 1945, and Order No. 
17410 should be inoperative as of said date. 

9. That the full production of gas from wells in said 
pool is greatly in excess of the market demand and of the 
transportation and marketing facilities. 

10. That in the years 1913 and 1915 the Legislature of 
the State of Oklahoma enacted laws governing the pro¬ 
duction and ratable taking of natural gas and prohibiting 
the waste thereof, and authorizing and directing the Cor¬ 
poration Commission to promulgate rules and regulations 
for determination of the natural flow of wells and the taking 
of natural gas from the common sources of supply within 
the State so as to prevent waste, provide for ratable taking, 
and protect the interests of the public and all those having 
a right to produce therefrom; and the Commission was 
therein authorized and directed to give due regard to the 
acreage drained by each well in determining the amount 
of gas that should be produced from any common source of 
supply and fixing well allowables; such rules and regula¬ 
tions to give to each owner or lessee an opportunity to 
produce as nearly as possible all of the natural gas located 
in its original state under the property owned by him, and 
permit him to produce it ratably with other persons having 
an interest therein and wells located thereon; that in the 
years 1933 and 1935 the Legislature enacted additional stat¬ 
utes which pertain principally to oil production, but in 
general providing that production of oil and gas in such 
manner as to constitute waste is prohibited, and authorizing 
and directing the Corporation Commission to make and 
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promulgate rules and regulations for the prevention of such 
waste. 

11. That pursuant to said statutes the Corporation Com¬ 
mission in January, 1945, adopted general rules and regu¬ 
lations providing for the taking of potentials and for ratable 
taking of gas, which were and are applicable to all gas 
fields in this State, being Order No. 17528; that because of 
special conditions obtaining in the Guymon-Hugoton Pool 
said rules and regulations are insufficient to carry out the 
objects of the laws as to gas production; and in order to 
prevent waste, insure ratable taking, protect the interests 
of the public, and all parties interested therein; to prevent 
any lessee from securing an unfair proportion of the gas 
in said pool, and to give to each lessee and royalty owner 
an opportunity to recover the gas originally underlying 
the surface of the land owned by him, it is necessary to 
promulgate special rules and regulations for the Guymon- 
Hugoton Pool; that the provisions of the general Order 
No. 17528 should govern in all instances with the exception 
that in event of a conflict the special rules and regulations 
set out in this order should prevail. 

12. That the allocation formula hereinafter set out in 
this order should be adopted by the Commission to permit 
each well to currently produce its ratable share of the gas 
and ultimately to produce the approximate amount origin¬ 
ally underlying the lease, to protect the interests of the 
public and of all parties interested therein, and prevent 
waste; that in such formula many factors are considered, 
such as percentage of the well’s capacity to produce, 
acreage, pressures, porosity, perveability, and thickness of 
the formation, of which acreage and percentage of capacity 
to produce are the most important; that in determining 
the ability of the well to put gas into a pipeline against pipe¬ 
line pressure, which is known as deliverability, natural flow, 
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pressure, porosity permeability, and thickness of the forma¬ 
tion should be considered. 

13. That it appears that one well in said pool will ade¬ 
quately drain 640 acres without waste; that all wells here¬ 
tofore drilled have been in one section as laid out by the 
Governmental Survey; that drilling units should be estab¬ 
lished for said Guymon-Hugoton Pool which should contain 
not to exceed 640 acres within one Governmental section; 
provided however, that the short sections lying adjacent 
to the Okiahoma-Kansas State Line should be added to the 
unit immediately south of the short section, but in no 
event should any unit comprise more than 800 acres; that 
each well hereafter drilled should be located in the center 
of its unit or in any event not farther from the center than 
467 feet; that in figuring allowables, if a unit contains more 
than 640 acres, that fact should be taken into consideration. 
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14. That the deliverability factor, hereinafter set out 
in this order, which takes into consideration each well’s 
capacity to produce, porosity, permeability, pressures, thick¬ 
ness of the formation, and other factors, should be adopted 
in making allocations to wells in the pool. 

15. That the establishment of the acreage and deliver¬ 
ability factors, as hereinafter set out in this order, is neces¬ 
sary’ for determination of well allowables, in order to 
prevent waste, protect the interests of the public and all 
persons interested in said common source of supply, and 
to give to each producer and owner an opportunity to pro¬ 
duce currently his proportionate part of the gas originally 
underlying his land. 
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16. That under Enrolled House Bill No. 257, enacted 
by the Twentieth Session of the Oklahoma Legislature, only 
one well may be drilled in any unit, and where there are 
divided or undivided interests, or both, in a unit, and 
they are unable to agree upon a pooling of their interests 
in the development of the unit, either or all of the inter¬ 
ested parties may file an application with this Commission 
for a pooling order, and this Commission, after notice and 
hearing, shall issue an order that is fair and reasonable 
for all interested parties and that will insure to each and 
all of the interested parties their fair proportion of the 
underlying said unit; provided however, that in figuring 
and making allocations, until such time as the working 
interests of the various owners within a unit are pooled, 
only the acreage of the lessee owning and operating the 
well shall be taken into consideration. 

17. That all of the royalty owners in a unit should par¬ 
ticipate in the proceeds of any well produced in the unit 
in the ratio that the acreage of the royalty owned bears to 
the total acreage of the unit. 

18. That in determining allocations in said pool, only 
developed acreage should be considered, and developed 
acreage should mean the acreage within a unit on which 
there is a producing well with a market outlet, or the 
owner of which is ready, willing, and able to permit or to 
make a pipeline connection or deliver his gas to other mar¬ 
ket at the going price for gas in the field, and the allowable 
for such unconnected well should begin as hereinafter pro¬ 
vided in this order. 

19. That there should be two market demand periods 
each year, one beginning April 1 and ending September 30, 
and the other begining October 1 and ending March 31, 
inclusive, with the idea of dividing the periods of high 
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demand from those of lower demand; that the Commission 
will hold a hearing preceding each period, at which hearings 
the market demand and anticipated production of gas for 
each month of the period will be determined by nominations 
from all purchasers and takers and estimates from pro¬ 
ducers, that can be produced without waste; that the Con¬ 
servation Department will make monthly allocations to 
wells, and if the market demand or anticipated production 
that can be produced without waste, as determined by the 
Commission, is shown to have increased or decreased during 
any period, the Conservation Department may adjust al¬ 
lowables to conform thereto, subject to approval by the 
Commission at the next regular hearing; that the Com¬ 
mission may hold hearings in addition to those herein 
mentioned at any time it deems advisable. 

20. That in applying the allocation formula, the Con¬ 
servation Department will prepare schedules which set out 
the anticipated production from the field and the allowable 
for each well for each calendar month of the period; and 
underproduction and overproduction which may result from 
application of said formula will be adjusted as hereinafter 
specifically set out in this order. 

21. That all of the rules and regulations adopted in 
this order are necessary to accomplish the objects and 
purposes of the laws of the State of Oklahoma in the pro¬ 
duction of gas from the Guymon-Hugoton Pool, to prevent 
waste, protect the interests of the public and of all those 
having a right to produce gas therefrom, provide for ratable 
taking, obtain a greater recovery, prevent drainage not off¬ 
set by counterdrainage, and encourage future development. 

IT IS THE INTENTION — PURPOSE AND POLICY 

OF THE CORPORATION COMMISSION OF THE 
STATE OF OKLAHOMA IN ISSUING THIS ORDER 
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TO PROMULGATE RULES AND REGULATIONS AS 
AUTHORIZED AND DIRECTED BY THE LAWS OF 
THE STATE OF OKLAHOMA GOVERNING PRO¬ 
DUCTION OF NATURAL GAS IN ORDER TO PRE¬ 
VENT WASTE, PROVIDING A UNIFORM METHOD 
OF DETERMINING A PERCENTAGE OF THE 
WELL’S CAPACITY TO PRODUCE, AND FOR RAT¬ 
ABLE TAKING OF GAS, IN ORDER TO PROTECT 
THE INTERESTS OF THE PUBLIC AND ALL PAR¬ 
TIES INTERESTED THEREIN, AND TO GIVE EACH 
OPERATOR AN OPPORTUNITY TO PRODUCE CUR¬ 
RENTLY HIS PROPORTIONATE PART OF THE 
GAS AND ULTIMATELY TO PRODUCE APPROXI¬ 
MATELY THE AMOUNT OF GAS ORIGINALLY 
UNDERLYING THE SURFACE OF THE LAND 
OWNED BY HIM. 
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IT IS NOT THE INTENTION TO LIMIT OR RE¬ 
STRICT THE MARKET DEMAND FOR GAS IN THE 
GUYMON HUGOTON POOL, BUT ONLY TO RE¬ 
STRICT PRODUCTION TO MARKET DEMAND AND 
PRORATE PRODUCTION EQUITABLY AND FAIR¬ 
LY AMONG THE PRODUCERS AND OWNERS. 

IT IS FURTHER THE INTENTION OF THE COM¬ 
MISSION THAT THAT PORTION OF THE HUGO¬ 
TON FIELD IN THE STATE OF OKLAHOMA BE RE¬ 
FERRED TO AS THE GUYMON HUGOTON POOL. 
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ORDER 

IT IS THEREFORE ORDERED by the Corporation 
Commission of the State of Oklahoma as follows: 

1. This order shall supersede Order No. 17410 issued 
by the Commission on the 27th day of December, 1944, in 
Cause CD No. 861, and shall be effective as of June 1, 1945, 
for the drilling and production of wells and the taking and 
transportation of natural gas in the Guymon-Hugoton Pool. 

2. Drilling and/or spacing units, 640 acres in size con¬ 
sisting of one section according to the United States Gov¬ 
ernmental Survey, are hereby established for the develop¬ 
ment of the Guymon-Hugoton Pool located in Texas County, 
State of Oklahoma, the probable productive area of which 
covers parts of the following described townships, to-wit: 

Township One (1) North, Ranges Twelve (12) to Sev¬ 
enteen (17) East; 

Townships Two (2), Three (3), and Four (4) North, 
Ranges Twelve (12) to Eighteen (18) East; and Town¬ 
ships Five (5) and Six (6) North, Ranges Twelve (12) 
to Nineteen (19) East of the Cimarron Meridian, 

which area may be extended by the drilling of additional 
wells, it being the intention to cover all of the productive 
area of said common source of supply, and any wells drilled 
into said common source of supply outside the area above 
described shall be drilled in the manner and according to 
the pattern herein described. 

The short sections lying adjacent to the Kansas-Okla- 
homa State Line shall be added to and made a part of the 
unit immediately to the south of the short section, but in 
no event shall any unit comprise more than 800 acres. 
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Each well hereafter drilled in said pool shall be drilled 
in the center of its unit, and in no event farther than 467 
feet from the center of the unit, which shall apply to the 
units comprising the short sections herein mentioned; pro¬ 
vided that, an exception is hereby allowed for the five or 
six wells heretofore drilled to points other than the center 
of their units, which wells shall be treated as the well 
for its unit and no additional well shall be drilled therein. 

3. ALLOCATION FORMULA—A formula shall be, 
and is hereby adopted for the purpose of allocating gas pro¬ 
duction to the wells in the pool, which formula shall con¬ 
sist of acreage and deliverability factors, as herein defines; 
and said formula shall be applied as herein set out. 

4. ACREAGE FACTOR—(2) The acreage factor in 
said pool to be used in the allocation formula shall be 640 
acres, and in no event more than 800 acres, as provided in 
paragraph 2 hereof. 

(b) In determining the units herein-prescribed, for the 
purpose of allocation of gas production, only developed 
acreage shall be considered; and developed acreage shall 
mean any unit on which there is a producing well having a 
pipeline connection or other market outlet or the owner 
or operator of which is ready, willing, and able to permit 
or to make a connection and dispose of his gas at the going 
price in the field. If the operator or owner by affidavit or 
otherwise, shows to the Conservation Officer that he is 
ready, willing, and able to permit or to make a connec¬ 
tion and the pipeline or other outlet refuses to 
take his gas, then his acreage shall be deemed 
developed acreage under this order. Before any unconnect¬ 
ed well shall be granted an allowable, the operator shall 
tender its gas production to a purchaser by registered mail, 
and copy of said letter of tender shall be sent to the Con- 
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servation officer. If at the end of thirty days no connection 
has been made and the Conservation Officer is satisfied that 
the operator has made such tender in good faith, then the 
Conservation Officer shall fix an allowable for said well 
to commence at the end of such thirty-day period; provided 
further, when there is no dispute between the seller and 
the purchaser, the producer or the purchaser shall file an 
affidavit on a form prescribed by the Commission, showing 
the date the well w’as connected and actual production w r as 
commenced, on which date the 
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allowable shall be fixed for said well. 

(c) When there are divided or undivided interests, or 
both, within any spacing unit and the owners of such in¬ 
terests are unable to agree upon a pooling of their interests 
in producing the unit, then the rights and obligations of 
such parties shall be determined by the Commission as pro¬ 
vided in Section 4 of Enrolled House Bill No. 257 enacted 
by the Twentieth Session of the Legislature of Oklahoma, 
which by reference is made a part hereof as fully as if 
set out herein. Likewise any interested royalty owner and 
any party at interest shall have the right to apply to the 
Commission for a pooling order to enforce the pooling of 
all interests within the unit. 

(d) Each operator shall file a sworn statement with 
the Oil and Gas Conservation Department, on a form ap¬ 
proved by the Commission, describing the acreage contained 
in each unit and the location of the well thereon. If there 
be separately owned or unitized tracts within the section 
upon which the well is located, such fact shall be shown. 
No unit shall be given an allowable until said statement 
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is filed and approved by the Conservation Department 
or the Commission. 

(e) Wells shall be drilled as nearly as practicable in 
the center of the unit, and in no event shall be farther 
from the center than 467 feet, except upon special order 
of the Commission after notice and hearing. 

5. (a) DELIVERABILITY FACTOR —PRESSURE — 
The deliverability of each connected well in said pool shall 
be determined as follows: The well shall be produced into 
the pipeline for approximately seventy-two (72) hours, 
during which time the working pressure at the well-head 
shall be maintained at eighty per cent (80%) of the average 
shut-in well-head pressure of the field, expressed in pounds 
per square inch gauge and designated herein as the de¬ 
liverability standard pressure, or as closely thereto as oper¬ 
ating conditions in the pool will permit. In no case shall 
the working well-head pressure during the test be more 
than ninety percent (90%) or less than seventy per cent 
(70%) of the shut-in well-head pressure of the -well being 
tested unless it can be shown to the satisfaction of the 
Conservation Officer that it is impracticable to maintain 
the pressure within the above described limits and that the 
accuracy of the test will not be unduly affected by fail¬ 
ure to do so. Flow shall be measured by approved meter 
throughout the 72-hour test period, and the well-head pres¬ 
sure shall be measured by dead weight gauge at the close 
of the test period. The rate at which the well is producing 
at the end of 72 hours shall be considered the stabilized 
producing rate corresponding to the working well-head 
pressure existing at that time, provided such rate is not 
greater than the average production rate for the entire 
72 hour period. If the working well-head pressure at the 
close of the test is exactly equal to the deliverability stan¬ 
dard pressure, then the corresponding stabilized producing 
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rate, expressed in MCF per day at a base temperature of 
sixty degrees (60°) Fahrenheit, and a base pressure of two 
pounds (2#) above atmosphere assumed to be 14.4# shall 
constitute the well’s deliverability. If the wellhead pres¬ 
sure at the end of the test is either greater or less than the 
deliverability standard pressure, the observed stabilized 
producing rate shall be converted to deliverability by use 
of the following formula: 


( ) -85 

D-R ( p a - Pd 2 ) 

( ) 


( ) 

( P 2 - PW 2 ) 


Where D 
R 
P 

Pd 

PW 


Deliverability 
Observed producing rate 
Shut-in pressure of the well, pounds 
absolute 

Deliverability standard pressure, 
converted to pounds absolute 
Working well-head pressure at rate 
%, pounds absolute. 


Shut-in well-head pressure shall be measured by dead 
weight gauge after the well has been shut in for approxi¬ 
mately 72 hours. In no case shall the well have been shut 
in for less than 66 hours nor more than 78 hours at the 
time the shut-in pressure is taken. If the representative of 
the Commission should for any reason believe that the 
shut-in pressure taken upon a well is incorrect, he may 
require that such well be blown to clean fluids from the 
well bore, or take any such other reasonable steps that may 
be necessary to get a true pressure upon the well. In the 
event that more than one shut-in pressure is taken upon 
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a well during the test period, the highest such shut-in 
pressure obtained will be used in figuring the deliverability 
of such well. The deliverability of each unconnected 
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well which is recognized by the Commission as entitled to 
an allowable shall be estimated from its estimated capacity 
to produce considered in connection with the average re¬ 
lationship between the estimated capacity to produce and 
deliverability of all wells in the pool on which such tests 
have been made. When such well is connected to a pipeline 
its deliverability shall be redetermined by the method here¬ 
in prescribed, and such allowable shall be made retro¬ 
active to the date when the well was first entitled to an 
allowable. 

(b) The deliverability of each well in the pool shall 
be determined by the Conservation Department between 
May 1 and September 30 of each year unless otherwise 
ordered by the Commission; provided that, all deliverability 
tests taken since May 1, 1944, are hereby approved by the 
Commission and shall be effective as of June 1, 1945, and 
until new tests are taken thereafter. Deliverability tests 
may be taken at such other times as may be agreed upon 
by all of the operators within the pool, with the approval 
of the Conservation Officer, or at any other time within 
the discretion of the Conservation officer or upon order of 
the Commission. When any well is connected to a pipeline, 
its deliverability shall be determined by the Conservation 
Department. 

(c) The Conservation Officer shall give written notice 
to each operator and producer in the pool of the taking of 
deliverability tests in sufficient time to have a representa- 
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tive present at the taking thereof. A written report of said 
tests, signed by the persons taking and witnessing the same, 
and approved by the Conservation Officer or his agent who 
took or supervised the same, shall be filed with the Com¬ 
mission, upon forms approved by it, which report shall 
be filed as soon as possible after the taking of the tests. 

6. WELL ALLOWABLES —(a) In order to determine 
the amount of gas that should be produced from each well 
for any allowable period, a pool allocation factor shall be 
determined by dividing the total anticipated production 
from the pool for such period by the sum of the product 
of deliverability times the acreage factor for all the wells 
in the pool; then multiply the pool allocation factor by 
the product of deliverability times the acreage factor for 
the well; the result reached by such calculation shall con¬ 
stitute the well’s allowable in cubic feet for such allowable 
period, provided however, if at any time during any allow¬ 
able period it appears to the Conservation Officer that the 
actual market demand is greater or less than the anticipated 
production as above set out, then the Conservation Depart¬ 
ment shall immediately revise the allowable for the re¬ 
spective wells as set out in this paragraph. Acreage factor 
as used in this order shall mean the number of communi- 
tized acres in any unit. Allowable period as used in this 
order shall mean a calendar month. 

(b) When a well is entitled to an allowable, the de¬ 
liverability shall be determined and the operator shall meet 
all the requirements of this order, and when a well is en¬ 
titled to an allowable during any allocation period it shall 
be given such allowable for the remainder of said period. 

7. ALLOWABLE PERIODS — HEARINGS —There are 
hereby established two market demand periods for each 
year, one beginning April 1st and ending September 30th 
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and the other beginning October 1, and ending March 31st, 
inclusive; and a reasonable time before said periods the 
Commission will conduct a hearing for the purpose of re¬ 
ceiving nominations and determining the monthly market 
demand and anticipated monthly production of gas for the 
period that can be produced without waste; and based upon 
such determination allocations to each well entitled to an 
allowable shall be made for each month by the Conserva¬ 
tion Department, with the approval of the Commission. If 
the market demand increases or decreases during said peri¬ 
od, and the same can be produced without waste, the Con¬ 
servation Department shall change the allocations for the 
ensuing monthly period in accordance with such change, 
and shall report same to the Commission; and at the next 
regular hearing the allowables will be readjusted and ap¬ 
proved by the Commission. The Commission reserves the 
right to conduct a hearing at any time it deems same 
advisable; and additional hearings may be called upon ap¬ 
plication of the Conservation Officer, Conservation Attor¬ 
ney, or any interested party. 

8. UNDERPRODUCTION AND OVERPRODUCTION 
—ALL underproduction and overproduction occurring in 
any allowable period, as determined by the calculation of 
the allocation formula, shall be adjusted and carried as a 
credit in favor of the wells or a charge against them, as the 
case may be, and added to or subtracted from the well’s 
allowable for the next allowable period. When a well’s 
overproduction equals three times its monthly current al¬ 
lowable, said well shall be immediately shut in by the 
operator and no gas produced therefrom until such over¬ 
production is made up. In the event an operator refuses to 
shut in such well, the Conservation Officer is hereby di¬ 
rected to shut it in, place a seal thereon, and keep same 
shut in until the overage is made up. When a well con- 
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nected to a pipeline or other market outlet has accumulated 
underage in excess of three times its 
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current monthly allowable, it shall be cancelled unless 
otherwise ordered by the Commission; provided that, where 
an operator has an allowable and is refused an outlet, the 
underproduction of such well shall not be cancelled. 

9. All purchasers, takers, and producers of gas in the 
pool shall comply with the common purchaser and ratable 
taking provisions of the Oklahoma statutes by the equitable 
purchasing, producing, and taking of all the gas without 
discrimination in favor of one producer as against another; 
and they shall not discriminate in favor of their own pro¬ 
duction, whether in price or amount, and producers and 
takers shall take from all wells which they can reach by 
their own line or by lines provided by the well owners 
ratably in accordance with the allocations to wells estab¬ 
lished by this order. 

10. In establishing allowables after the effective date 
of this order, only that acreage owned by the lessee oper¬ 
ating a well shall be considered in the acreage factor until 
such time as the owners of working interests in the unit 
agree on a method of pooling their interests and producing 
the well, or until the Commission by proper order has after 
notice and hearing issued a pooling order for the unit. 

1. All monthly reports required by this order or any 
order of the Commission relating to the production of gas 
from the Guymon-Hugoton Pool shall be filed with the 
Conservation Department not later than the 5th day of 
the month succeeding the month in which the gas was 
produced. 


1264 


8090 


12. Jurisdiction over this cause is hereby retained for 
the purpose of changing, modifying, adding to, or altering 
this order, if at any further hearing or from other evidence 
adduced before the Commission it appears that such change, 
modification, addition, or alteration should be made. 

13. The several provisions of this order are separable, 
and the validity of any one is in nowise dependent upon 
the validity of any other. If any provision, section, para¬ 
graph, sentence, or cause hereof shall be held to be invalid 
or void for any reason, the same shall in no manner affect 
the validity of any other provision, section, paragraph, sen¬ 
tence, or cause of this order. 

DONE AND PERFORMED by the Corporation Com¬ 
mission at its offices in the Capitol Office Building, Okla¬ 
homa City, Oklahoma, this 31st day of May, 1945. 

CORPORATION COMMISSION OF THE 
STATE OF OKLAHOMA 
REFORD BOND Chairman 

RAY O. WEEMS Vice-Chairman 

Commissioner 

ATTEST: 

TOM McMURRAY 
Secretary 

( SEAL) 
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nected to a pipeline or other market outlet has accumulated 
underage in excess of three times its 
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current monthly allowable, it shall be cancelled unless 
otherwise ordered by the Commission; provided that, where 
an operator has an allowable and is refused an outlet, the 
underproduction of such well shall not be cancelled. 

9. All purchasers, takers, and producers of gas in the 
pool shall comply with the common purchaser and ratable 
taking provisions of the Oklahoma statutes by the equitable 
purchasing, producing, and taking of all the gas without 
discrimination in favor of one producer as against another; 
and they shall not discriminate in favor of their own pro¬ 
duction, whether in price or amount, and producers and 
takers shall take from all wells which they can reach by 
their own line or by lines provided by the well owners 
ratably in accordance with the allocations to wells estab¬ 
lished by this order. 

10. In establishing allowables after the effective date 
of this order, only that acreage owned by the lessee oper¬ 
ating a well shall be considered in the acreage factor until 
such time as the owners of working interests in the unit 
agree on a method of pooling their interests and producing 
the well, or until the Commission by proper order has after 
notice and hearing issued a pooling order for the unit. 

1. All monthly reports required by this order or any 
order of the Commission relating to the production of gas 
from the Guymon-Hugoton Pool shall be filed with the 
Conservation Department not later than the 5th day of 
the month succeeding the month in which the gas was 
produced. 
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12. Jurisdiction over this cause is hereby retained for 
the purpose of changing, modifying, adding to, or altering 
this order, if at any further hearing or from other evidence 
adduced before the Commission it appears that such change, 
modification, addition, or alteration should be made. 

13. The several provisions of this order are separable, 
and the validity of any one is in nowise dependent upon 
the validity of any other. If any provision, section, para¬ 
graph, sentence, or cause hereof shall be held to be invalid 
or void for any reason, the same shall in no manner affect 
the validity of any other provision, section, paragraph, sen¬ 
tence, or cause of this order. 

DONE AND PERFORMED by the Corporation Com¬ 
mission at its offices in the Capitol Office Building, Okla¬ 
homa City, Oklahoma, this 31st day of May, 1945. 

CORPORATION COMMISSION OF THE 
STATE OF OKLAHOMA 
REFORD BOND Chairman 

RAY O. WEEMS Vice-Chairman 

Commissioner 

ATTEST: 

TOM McMURRAY 
Secretary 

( SEAL) 
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Exhibit No. 120 


OKLAHOMA CORPORATION COMMISSION 
Oklahoma City, Oklahoma 

February 21, 1950 


STATE OF OKLAHOMA 
COUNTY OF OKLAHOMA 



The undersigned, Tom McMurray, Secretary of the 
Corporation Commission of the State of Oklahoma, hereby 
certifies that the Order attached hereto is a true and correct 
copy of the original Order on file with the Secretary of the 
Corporation Commission of the State of Oklahoma, and 
that the undersigned has the legal custody of the original 
Order of which the attached is a true and correct copy. 


IN TESTIMONY WHEREOF, I hereunto set my hand 
and affix the seal of the Corporation Commission of the 
State of Oklahoma. 


Done in Oklahoma City, Oklahoma, this the 21st day 
of February, 1950. 


/s/ TOM McMURRAY 
SECRETARY 

(SEAL) 
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BEFORE THE CORPORATION COMMISSION OF THE 

STATE OF OKLAHOMA 

PEERLESS OIL AND GAS COMPANY 
a corporation 

Applicant 
vs. 

CITIES SERVICE GAS COMPANY 
a corporation, and all OPERATORS 
PRODUCERS and TAKERS OF NATUR¬ 
AL GAS in the STATE OF OKLAHOMA, 
and particularly in the GUYMON- 
HUGOTON FIELD 

Respondents 

The School Land Commission of the 
State of Oklahoma 
and 

Texas County Land & Royalty Owners 
Association 

Interveners 

REPORT OF THE COMMISSION 

This cause came on for hearing before the Corporation 
Commission of the State of Oklahoma in its Court Room 
in the Capitol Office Building, Oklahoma City, Oklahoma 
on the 26th day of November, 1945, at 10:00 o’clock, a. m., 
on the application of Peerless Oil and Gas Company, a cor¬ 
poration, and on the intervention of the School Land Com¬ 
mission of the State of Oklahoma and the Texas County 
Land and Royalty Owners Association, pursuant to order 
of the Commission setting the cause for hearing and proper 
and legal notice. The applicant, appearing by and through 
Earl Pruet, its attorney, the respondent Cities Service Gas 
Company, a corporation appearing by and through R. E. 
Cullison and Joe Rolston, Jr., the School Land Commis- 
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sion of the State of Oklahoma appearing by and through 
Walter Marlin and W. D. McBee its attorneys, and the 
Texas County Land and Royalty Owners Association ap¬ 
pearing in person, and the other interested parties appear¬ 
ing not, and the Commission being represented by Floyd 
Green, Conservation Attorney, and all parties who appeared 
and entered their appearances herein having announced 
ready for trial, the applicant and interveners presented 
their evidence and rested, and Cities Service Gas Company 
introduced its evidence and rested; and all of said parties 
having introduced rebuttual evidence, the Commission 
closed the case and took the matter under advisement. 

Now, on this 9th day of December, 1946, the Commis¬ 
sion having considered the matter in conference and each 
of the Commissioners having read the entire record herein 
and being well and sufficiently advised, is of the opinion that 
the application should be granted to the following extent 
and finds as follows: 


FINDINGS 

1. That notice by publication of the filing of the appli¬ 
cation herein, the time and place of hearing thereon and 
the purpose of said hearing has been regularly given in all 
respects as required by law, and the Commission has juris¬ 
diction of the subject matter embraced in said application 
and all parties interested therein and jurisdiction to issue 
and promulgate the hereinafter prescribed order. 

2. That Peerless Oil and Gas Company is a corpora¬ 
tion organized and existing under and by virtue of the laws 
of the State of Delaware and duly authorized to transact 
business in the State of Oklahoma. 

3. Cities Service Gas Company is a corporation duly 
organized and existing under and by virtue of the laws of 
the State of Delaware and duly authorized to transact busi¬ 
ness in the State of Oklahoma. 
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4. That this application involves the Guymon-Hugoton 
Field, which constitutes one common source of supply of 
gas, although there are three or more producing horizons 
that are interconnected which are known as the Crider, 
Winfield, and Harrington horizons and are found at an 
approximate depth of 2810 feet There are approximately 
300 wells in said pool, some of which are not now connected 
to pipeline and producing; that the virgin pressure in said 
pool was approximately 442 pounds, but at the present time 
it has been reduced to approximately 400 pounds; that the 
total reserves are estimated at seven trillion cubic feet of 
natural gas. The limits to the probably productive area of 
the Guymon-Hugoton pool in Texas County, Oklahoma 
covers part of the following described townships, to-wit: 


[ 8092 ] 

TOWNSHIPS: 

1 North 

1, 2, 3 and 4 North 

5 and 6 and 


RANGES: 
12 to 17 E.C.M. 
12 to 18 E.C.M. 

12 to 19 E.C.M. 


which area may be extended by the drilling of additional 
wells. 

5. Peerless Oil and Gas Company is the owner of valid 
and subsisting oil and gas leases covering approximately 
110,000 acres of minerals in the common source of supply 
aforesaid, which oil and gas leases include leases covering 

Section 8, Township 4 North, Range 16 E.C.M., 
Texas County, Oklahoma, 

and 


Section 5, Township 4 North, Range 16 E.C.M., 
Texas County, Oklahoma 
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in which the two wells of Peerless Oil and Gas Company, 
referred to in applicant’s petition, have been drilled. 

6. The Texas County Land and Royalty Owners As¬ 
sociation and the School Land Commission of the State of 
Oklahoma are the owners of minerals situated and located 
in the common source of supply aforesaid and are there¬ 
fore interested in the matters and things involved herein. 

7. Cities Service Gas Company, respondent herein, is 
the owner of various gas wells from which it is now’ and 
has been for a considerable length of time producing natural 
gas from the reservoir into which said well owmed by Peer¬ 
less Oil and Gas Company has been drilled. 

8. Cities Service Gas Company is engaged in the trans¬ 
portation of natural gas in and from the Guymon-Hugoton, 
Oklahoma, gas field for a compensation, hire, and other¬ 
wise, from the same common source of supply or reservoir 
of natural gas into which said well of applicant has been 
drilled as aforesaid. 

9. The production of natural gas in the Guymon- 
Hugoton gas field is in excess of the market demand. 

10. The Cities Service Gas Company is now and has 
been at all times involved herein engaged in the business 
of buying and selling natural gas in the Guymon-Hugoton, 
Oklahoma, gas field and in the State of Oklahoma, and is 
a common purchaser of natural gas within the meaning 
of the statutes of the State of Oklahoma defining common 
purchasers. Cities Service Gas Company purchases natural 
gas from more than fifty persons, firms and corporations 
in the State of Oklahoma. 

11. The Cities Service Gas Company is in fact a com¬ 
mon purchaser of natural gas. 
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12. The Cities Service Gas Company is now, and has 
been at all times involved herein, engaged in using the 
highways of the State of Oklahoma for the purpose of 
laying natural gas pipe lines for the purpose of transporting 
natural gas. 

13. Cities Service Gas Company is in fact and in law 
a common carrier of natural gas. 

14. Cities Service Gas Company is now and has been 
at all times involved herein, engaged in taking natural gas 
from a gas field, to-wit: the Guymon-Hugoton Oklahoma 
gas field, for purposes other than the purpose of developing 
a gas or oil field, or operating oil wells, or for the purpose 
of its own domestic use. 

15. Cities Service Gas Company, a corporation, re¬ 
spondent herein, produces and purchases natural gas in the 
State of Oklahoma, transports the same and sells the same 
both directly and indirectly to the public for light, heat 
and power. 

16. Cities Service Gas Company maintains and oper¬ 
ates pipe lines for the transportation of natural gas in said 
Guymon-Hugoton Oklahoma gas field, one of which said 
pipe lines is in close proximity to said Section 8 in which the 
well of applicant involved herein has been drilled. 

17. That Cities Service Gas Company, respondent here¬ 
in, qualified to do business in the State of Oklahoma on 
the 19th day of April, 1946, and thereby accepted and 
agreed to comply with the laws of the State of Oklahoma 
covering its operations thereafter. 

[ 8093 ] 

18. Said respondent qualified to do business in the 
State of Oklahoma with full knowledge of the laws of the 
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laws of the State of Oklahoma relating to the ratable taking 
of natural gas and all statutes relating to natural gas, and 
was thereafter a party in the case of Oklahoma Natural 
Gas Company vs. State, 161 Okla. 104, 17 Pac (2) 488, 
which decision required ratable taking of gas under and 
by virtue of an order similar to that sought in the instant 
case. 

19. That the operation of the respondent, Cities Serv¬ 
ices Gas Company, constitute it a transporter of natural gas. 

20. A bona fide dispute has arisen between the appli¬ 
cant, Peerless Oil and Gas Company, a corporation, and 
respondent Cities Service Gas Company, as to the price, 
measurement and terms of the taking of natural gas by 
Cities Service Gas Company from the gas wells of Peerless 
Oil and Gas Company drilled into and producing from said 
common source of supply in Section 5 and 8, Township 4 
North, Range 16 E.C.M., Texas County, Oklahoma. 

21. Peerless Oil and Gas Company, prior to the time 
of the filing of this action, made a tender to Cities Service 
Gas Company of the natural gas to be produced from the 
wells in said Section 5 and 8, and Cities Service Gas Com¬ 
pany signified its willingness to take the natural gas there¬ 
from, but refused to pay more than 4^ per thousand cubic 
feet of natural gas, measured at a pressure of 16.4 pounds 
absolute pressure per square inch, at the wellhead and 
refused to take natural gas from said wells unless appli¬ 
cant herein would dedicate all of its oil and gas leases 
covering approximately 110,000 acres of minerals in the 
Guymon-Hugoton pool for the life of said lease. A dispute 
as to price, measurement and terms of taking natural gas 
arose as a result thereof. 

22. Cities Service Gas Company, respondent herein 
continued to refuse to take natural gas from said two wells 
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unless applicant would dedicate all of its acreage in the 
field to Cities Service Gas Company at a price of 4^ per 
thousand cubic feet at the wellhead for the life of the leases 
until long after the filing of this application when Peerless 
Oil and Gas Company, applicant herein, and Cities Service 
Gas Company, respondent herein, agreed that said wells be 
connected to the pipe line of Cities Service Gas Company 
and that Cities Service Gas Company would begin to take 
natural gas from said wells; that Cities Service Gas Com¬ 
pany would begin making payment upon the purchase price 
of the natural gas taken by it from said wells at the rate 
of 4^ per thousand cubic feet of natural gas at the wellhead, 
plus per thousand cubic feet for gathering and de¬ 
livering charges, or a total of 4*4^ per thousand cubic feet 
delivered into the pipelines of Cities Service Gas Company; 
without prejudice to a final determination of the contro¬ 
versy in regard to measurement and price pending before 
the Corporation Commission of the State of Oklahoma in 
the above entitled cause, and provided that in the event the 
Corporation Commission of the State of Oklahoma should 
fix a higher price of natural gas or a different measurement 
and such order should be finally upheld, Cities Service Gas 
Company would pay to Peerless Oil and Gas Company the 
difference between the amount so paid and the price so 
fixed by the Corporation Commission of the State of Okla¬ 
homa, all as evidenced by a stipulation on file herein. 

23. The persons and corporations operating pipelines 
and transporting natural gas out of the Guymon-Hugoton 
Oklahoma gas field own or control a greater portion of 
the oil and gas leases in said field and control the outlets 
for natural gas produced in said field, and have therefore 
been able to dictate and have dictated the price, measure¬ 
ment and terms of the taking of natural gas taken in the 
Guymon-Hugoton Oklahoma gas field. Producers without 
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a connection have been required to accept the price, meas¬ 
urement and terms offered by operators of pipelines in said 
field or shut down their wells. 

24. There is no competitive market of natural gas in 
the Guymon-Hugoton Oklahoma oil field, but said market 
has been stifled by reason of the control of acreage and 
markets by the pipeline operators in said field, and as a 
result natural gas is being taken out of the Guymon- 
Hugoton Oklahoma Gas field at a price far less than its 
actual, or fair market value, and at a price which is far 
less than the value of natural gas for heating and other 
purposes as compared to the value of other fuels. 

25. As a result of the controlled market, market prices, 
measurement and terms of taking of natural gas in the 
Guymon-Hugoton field, one of the greatest resources of 
the State of Oklahoma, to-wit: natural gas, is being taken 
out of the Guymon-Hugoton Oklahoma field and out of the 
State of Oklahoma at a price which is far less than its re¬ 
placement value. 

26. Various purchasers of natural gas, in the Guymon- 
Hugoton field, purchase natural gas from different pro¬ 
ducers under contracts providing for different prices, terms 
and conditions. 


[8094] 

27. Cities Service Gas Company purchases natural gas 
in the Guymon-Hugoton Oklahoma gas field under con¬ 
tracts containing different terms and conditions as evi¬ 
denced by its contract with Skelly Oil Company, its con¬ 
tract with Republic Natural Gas Company, and its contract 
with Hagy, Harrington and Marsh. 
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28. The operations of the respondent, Cities Service 
Gas Company, a corporation, constitute it a transporter of 
natural gas. 

29. The operations of respondent, Cities Service Gas 
Company, constitute it a common carrier. 

30. The operations of the respondent, Cities Service 
Gas Company, constitute it a common purchaser of natural 
gas. 

31. The operations of respondent, Cities Service Gas 
Company, constitute it a public utility. 

32. The taking of natural gas from the Guymon-Hugo- 
ton Oklahoma field at prices and under terms and measure¬ 
ment now prevalent in said field results in and causes: 

(a) Economic waste of a great natural resource, to-wit: 
natural gas; 

(b) Actual physical waste of natural gas; 

(c) Loss to the royalty owners in said field; 

(d) Loss to the State of Oklahoma in revenues in the 
form of gross production taxes. 

(e) Inequitable taking of natural gas from the common 
source of supply involved. 

(f) Discrimination against various producers in the 

field. 

3. By reason of the dispute between the Peerless Oil 
and Gas Company, applicant herein, and the respondent, 
Cities Service Gas Company, a corporation, as to the price 
and terms of the taking of natural gas from said wells of 
applicant, this Commission has authority to fix and should 
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fix a minimum price and terms for the taking of natural 
gas to be taken in the Guymon-Hugoton field. 

34. For the purpose of preventing waste, economic 
and physical, or natural gas, for the purpose of protecting 
correlative rights, and to insure the greatest ultimate re¬ 
covery of natural gas from the comomn reservoir involved, 
this Commission should not permit natural gas to be taken 
out of the producing formations in the Guymon-Hugoton 
field, at a price of less than 7^ per thousand cubic feet of 
natural gas measured at a pressure of 14.65 pounds absolute 
pressure per square inch. 

ORDER 

IT IS THEREFORE ORDERED by the Corporation 
Commission of the State of Oklahoma as follows: 

1. That no natural gas shall be taken out of the pro¬ 
ducing structures or formations in the Guymon-Hugoton 
field in Texas County, Oklahoma, at a price, at the well¬ 
head, of less than It per thousand cubic feet of natural 
gas measured at a pressure of 14.65 pounds absolute pres¬ 
sure per square inch. 

2. This order shall be effective as of January 1st, 1947. 

DONE AND PERFORMED by the Corporation Com¬ 
mission at its office in the Capitol office Building, Okla¬ 
homa City, Oklahoma, this 9th day of December, 1946. 

CORPORATION COMMISSION OF OKLAHOMA, 
Reford Bond Chairman 

Ray O. Weems Vice-Chairman 

Wm. J. Armstrong Commissioner 
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ATTEST: ' . 

Tom McMurray 

Secretary k 
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Exhibit No. 120-A 

OKLAHOMA CORPORATION COMMISSION 
Oklahoma City, Oklahoma 

February 21, 1950 

STATE OF OKLAHOMA | 

COUNTY OF OKLAHOMA 

The undersigned, Tom McMurray, Secretary of the 
Corporation Commission of the State of Oklahoma, hereby 
certifies that the Order attached hereto is a true and correct 
copy of the original Order on file with the Secretary of 
the Corporation Commission of the State of Oklahoma, and 
that the undersigned has the legal custody of the original 
Order of which the attached is a true and correct copy. 

IN TESTIMONY WHEREOF, I hereunto set my hand 
and affix the seal of the Corporation Commission of the 
State of Oklahoma. 

Done in Oklahoma City, Oklahoma, this the 21st day 
of February, 1950. 

/s/ TOM MC MURRAY 
SECRETARY. 

(SEAL) 


1277 



8096 


[8096] 

BEFORE THE CORPORATION COMMISSION 
OF THE STATE OF OKLAHOMA 


PEERLESS OIL AND GAS COM¬ 
PANY, a corporation, 

Applicant 

vs 

CITIES SERVICE GAS COM- " 
PANY, A corporation and ALL 
OPERATORS PRODUCERS AND 
TAKERS OF NATURAL GAS IN 
THE STATE OF OKLAHOMA, 
and particularly in the GUYMON- 
HUGOTON FIELD, 

Respondents 
THE SCHOOL LAND COMMIS¬ 
SION OF THE State of Oklahoma > 
and TEXAS COUNTY LAND & 
ROYALTY OWNERS ASSOCI¬ 
ATION 

Interveners 


CAUSE CD No. 1054 


ORDER No. 19702 


REPORT OF THE COMMISSION 


This cause came on for hearing before the Corporation 
Commission of Oklahoma on the 31st day of January, 1947, 
at 1:30 o’clock, p. m., in the Commission’s Court Room, 
Capitol Office Building, Oklahoma City, Oklahoma; the 
Honorable Reford Bond, Chairman, Ray O. Weems, Vice- 
Chairman and Ray C. Jones, Commissioner, sitting. R. M. 
Williams, Attorney of Bartlesville and Harry Turner, At¬ 
torney of Oklahoma City, appeared for the applicant, Phil¬ 
lips Petroleum Company; Earl Pruet, Attorney of Oklahoma 
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City, appeared for the respondent Peerless Oil & Gas Com¬ 
pany, and Floyd Green, Conservation Attorney, appeared 
for the Commission. 

After hearing the cause, the matter was continued 
until February 4th, 1947, at 1:30 o’clock, p. m. for the 
purpose of hearing oral argument. On February 4th, 1947, 
after hearing oral argument and being well and sufficiently 
advised in the premises, the Commission denied the ap¬ 
plication and therefore finds as follows: 


FINDINGS 

1. That this is an application of the Phillips Petroleum 
Company, for an order vacating Orders Numbers 19514 and 
19515 heretofore issued in this cause on the 9th day of 
December, 1946. 

2. That this Commission has jurisdiction over the sub¬ 
ject matter herein, that notice has been given in all respects 
as required by law, and that protests have been filed to 
the granting of the order. 

3. That this cause was originally heard prior to De¬ 
cember 9th, 1946, and that Orders Numbers 19514 and 
19515 were issued pursuant to notice regularly given and 
that the applicant herein, Phillips Petroleum Company 
had notice of the proceedings and did not enter an appear¬ 
ance therein. 

4. That Order No. 19514 had for its purpose the fixing 
of a minimum price for natural gas at the wellhead in the 
Guymon-Hugoton Field, which price was applicable to all 
producers, purchasers and takers of gas in the field; that 
the applicant herein, Phillips Petroleum Company, is both 
a producer and taker of natural gas in the field and trans- 
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ports the gas produced from its leases in Texas County, 
across the Oklahoma line to a gasoline plant located in 
Texas, one-half mile south of the Oklahoma line adjacent 
to Texas County, Oklahoma; that all of the gas produced by 
Phillips Petroleum Company in Texas County, Oklahoma, 
is transported to said plant where 6/10ths of one gallon 
of liquid hydrocarbons are extracted from each thousand 
cubic feet of gas produced in Texas County, Oklahoma; that 
the residue gas is then transported by Phillips Petroleum 
Company from said plant to the nearby location where 
same is delivered to the Panhandle Eastern Pipe Line 
Company at a price presently in the amount of 4.67 cents 
per thousand cubic feet; that the applicant herein then 
transports daily some 80,000 gallons of liquid hydrocarbons 
extracted from the natural gas at the plant in Texas, to 
another plant owned by applicant near Borger, Texas, 
where the liquid hydrocarbons are then further refined 
and sold by the applicant herein; that the larger percentage 
of the liquid hydrocarbons extracted is 26-70 gasoline which 
has a current market value of between 5 and 5-1/4 cents 
per gallon; that the applicant herein, Phillips Petroleum 
Company, is now realizing from the natural gas produced 
in the Guymon-Hugoton Field, the equivalent of approxi¬ 
mately 7£ per thousand cubic feet at the wellhead within 
the terms and meaning of Orders Nos. 19514 and 19515; that 
the applicant, Phillips Petroleum Company, did not see fit 
to introduce any evidence as to profits or leases from the 
production of natural gas in 

[8097] 

the Guymon-Hugoton Field and since the application filed 
herein alleged hardship if forced to comply with Orders 
Nos. 19514 and 19515, it was incumbent upon the applicant 
to introduce proof showing wherein such hardship would 
occur. 
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5. That applicants complain that paragraph 1 of Order 
No. 19514 and paragraph 4 of Order No. 19515 prohibit 
said applicant from producing any natural gas in the 
Guymon-Hugoton Field, and taking same from the forma¬ 
tion because of the requirement that said gas must be sold 
at a price of 7^ per thousand cubic feet at the wellhead; 
that said orders were meant to prohibit the production of 
natural gas from the producing formations in said field 
unless same was sold at a price of 7^ per thousand cubic 
feet on the measurement basis provided for in said orders, 
if same were sold, but if not sold, that said gas should be 
so utilized and/or sold, that the producer would realize 
therefrom the equivalent of 7^ per thousand cubic feet at 
the wellhead and on the pressure basis provided for in 
Orders Nos. 19514 and 19515: that the applicant, Phillips 
Petroleum Company, is realizing from the utilization and 
sale of natural gas produced by it in the Guymon Field, the 
equivalent of 1$ per thousand cubic feet at the wellhead, on 
the pressure basis of measurement provided for in said 
orders for all natural gas producd by it in the Guymon- 
Hugoton Field: therefore in that respect applicant is al¬ 
ready complying with Orders Nos. 19514 and 19515. 

6. That inefficient and wasteful utilization of natural 
gas produced in said field have resulted and will result, 
unless producers in said field receive for said natural gas 
or realize the equivalent of 7$f per thousand cubic feet of 
natural gas at the wellhead, measured at a pressure of 14.65 
pounds absolute pressure per square inch; that the price 
presently being paid for natural gas varies throughout the 
field with no uniform price and that this Commission, unless 
it fixes a uniform price for the field, is permitting discrim¬ 
ination in price which adversely affects many producers 
and royalty owners: that the price being paid has no re¬ 
lation to the intrinsic value of the natural gas and is not 
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a comparable price with other fuels; that it has no relation 
to the replacement value of the natural gas and one of 
Oklahoma’s natural resources is being dissipated and wasted 
all to the detriment of the producers, royalty owners, School 
Land Commission, and the State of Oklahoma, and unless 
a price is fixed that has some relation to its actual value, 
the inefficient and wasteful utilization of gas from the 
Hugoton Field will result in great losses of one of Okla¬ 
homa’s most valuable resources. 

7. That applicant herein, Phillips Petroleum Com¬ 
pany, is not injured by the application of a 7^ price of all 
gas produced by it in the Hugoton Field since it is presently 
realizing approximately that amount at this time. 

8. That this application should be denied in the inter¬ 
est of preventing: (a)—economic waste of a great natural 
resource to wit: Natural gas, (b)—actual physical waste 
of natural gas in the Hugoton Field, (c)—loss to the pro¬ 
ducers and royalty owners in said field, (d)—loss to the 
State of Oklahoma in revenues in the form of gross pro¬ 
duction tax and loss to the schools of the State of Oklahoma 
in the form of lessening royalties accruing to the School 
Land Commission, (e)—the inequitable taking of natural 
gas from the common source of supply owned by all; (f) — 
discrimination as to prices paid throughout the field, which 
discrimination adversely affects many royalty owners and 
producers, (g)—the inefficient and wasteful utilization of 
natural gas. 

9. That this application should be denied. 

ORDER 

IT IS THEREFORE ORDERED by the Corporation 
Commission of the State of Oklahoma, that this application 
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to vacate Orders Numbers 19514 and 19515 heretofore is¬ 
sued by this Commission in this cause on the 9th day of 
December, 1946, be and the same is hereby denied. 

DONE AND PERFORMED this the 4th day of Febru¬ 
ary, 1947 

CORPORATION COMMISSION OF OKLAHOMA 
Reford Bond Chairman 

Ray O. Weems Vice-Chairman 

Commissioner 

ATTEST: 

Tom McMurray 
Secretary 

(SEAL) 
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Exhibit No. 124 

Summary of Lists 
of Gas Interest Owners Paid by 
Phillips Petroleum Company 
As of July, 1950 


Total number currently paid or credited. 12,456 

Number of “Suspense” items, each representing 

one or more interests in accounts payable .... 748 


Exclusive of suspense items, the following numbers repre¬ 
sent the different interest owners in the area or operations 
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named, which are included in, but do not entirely com¬ 
prise the above total: 

Royalty 
Producers Owners 

25 408 

10 552 

10 56 

131 1,209 

147 795 

50 243 

14 17 

42 297 

65 246 

41 98 

37 105 


” Edmond Pit. (Excl. Unit Gas) 

12 

87 

” Hunton Edmond (Unit) 

71 

1,210 

” Philrock System 

1 

25 

in Carthage Field 

7 

72 

in Hico-Knowles Field 

8 

46 

in Chocolate Bayou Field 

2 

355 

to Arkansas Louisiana Gas Co. 

3 

43 

Totals 

676 

5,864 


Leases to Sherman Plant 
” ” Hansford 

” ” Area “A” 

” Panhandle Field Lines 
” Pampa Field Lines 
” Goldsmith Plant 
” ” Crane 

” ” Fullerton 

” ” Seminole 

” ” Eunice 

” ” Hobbs & Lee Plants 
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Exhibit No. 134 
MAY 1,1951 

MEMORANDUM TO ALL GAS WELL OPERATORS: 

Effective April 1, 1951, all gas allocations for prorated fields 
will be calculated using the balancing formula which in 
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the past has been used only in determining allocations for 
fields operating with the six-months’ balance rule. 

To determine the allocation for April, 1951, by this method 
we simply apply the difference between the production and 
nomination for the month of February, 1951, to our April, 
1951, nomination. (The month of February, 1951, is used 
to adjust April’s nomination because it is the latest month 
for which we have both the nomination and production 
figure.) If the production for February exceeds the Febru¬ 
ary nomination, the difference is added to the April nomina¬ 
tion and vice versa. 

For example, in determining the allocation for the Boyce 
Field, District #2, the following figures were use: 

February Nomination 239,250 Mcf 

February Production 210,036 Mcf 

February Difference 29,214 Mcf 

April Nomination 270,750 Mcf 

February Difference 29,214 Mcf 

April Allocation 241,536 Mcf 

This “balancing formula” is very simple to use and has 

proved to be our best method of keeping gas reservoirs in 
balance over a long period of proration. Because it is work¬ 
able in the proration of both large and small gas reservoirs, 
we are adopting it for all prorated fields (except those 
which have special methods set in their respective field 
rules.) 

Yours very truly 
/s/ Jack K. Baumel 
~ - Jack K. Baumel 

Chief Engineer 

EZ/ef 

Gas Department 
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RAILROAD COMMISSION OF TEXAS 
OIL AND GAS DIVISION 

OIL AND GAS DOCKETS NOS. 108, 120, 123, 124, 125, 126, 
128, 129, 132, and 146 

IN RE: CONSERVATION AND PREVENTION OF 
WASTE OF CRUDE PETROLEUM AND NATUR¬ 
AL GAS IN THE STATE OF TEXAS 
#20 - 20,861 


Austin, Texas 
April 30, 1951 

ORDER FIXING THE ALLOWABLE PRODUC¬ 
TION OF SWEET AND SOUR NATURAL GAS 
IN THE STATE OF TEXAS FOR THE MONTH 
OF MAY, 1951 


WHEREAS, Pursuant to notice and hearing for the 
time and in the manner required by law, the Railroad 
Commission of Texas held a hearing on April 15, 1951, for 
the purpose of hearing evidence on the question of waste 
of crude oil and natural gas in the State of Texas, and for 
the further purpose of determining the aggregate daily 
capacity to produce of all gas wells in common reservoirs, 
and as nearly as possible, the daily volume of gas from 
each common reservoir that will be produced from gas 
wells during the month of May, 1951, to be utilized as 
permitted by House Bill No. 266 as amended; and 

WHEREAS, From evidence presented to the Commis¬ 
sion, together with that which was received by the Com¬ 
mission at the various hearings held from time to time 
involving the proration and regulation of gas production 
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from the various fields listed below, the Commission finds 
and determines as follows: 

THAT, The findings and facts contained and set forth 
in the basic orders for each of the fields listed below are 
approved and readopted as the findings of fact which will 
serve as a basis for this order, for the month of May, 1951, 
and the Commission finds that said findings are supported 
by the evidence received and considered at such hearings 
and from personal study investigation made by the Com¬ 
mission. 

IT IS THEREFORE ORDERED THAT, Except as here¬ 
tofore and hereinafter otherwise ordered, all of the pro¬ 
visions, directions, rules and regulations and orders set 
forth and contained in the basic orders relating to each of 
the fields listed below be and the same are hereby readopted 
and promulgated and continued in force and effect during 
the month of May, 1951, and the same shall continue there¬ 
after in force and effect until otherwise ordered by the Com¬ 
mission. 

IT IS FURTHER ORDERED THAT, Effective 7am, 
May 1, 1951, and until further notice by order of the Com¬ 
mission, the daily allowable gas production for gas wells 
computed on the basis set forth in House Bill No. 266, as 
amended, and in the manner stated in the basic orders for 
the various fields listed below, shall be allocated to and 
are hereby fixed as hereinafter shown and set out and said 
amounts here and hereby authorized and permitted to be 
produced from the fields therein for said period are as 
follows: 

♦ * * 
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Exhibit No. 134-A 


RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

TEXAS-HUGOTON FIELD—SWEET & SOUR GAS 
OFFICIAL ROCK PRESSURE AND DELIVERABILITY 

DETERMINATIONS 

ON ALL CONNECTED GAS WELLS IN THE 
TEXAS-HUGOTON FIELD 

APRIL 1,1951 

APPROVED: JACK K. BAUMEL, CHIEF ENGINEER 
BY: J. G. McCLINTOCK, DEPUTY SUPERVISOR 


NOMINATION—MONTHLY 

15,104,958 

UNDERPRODUCTION FROM FEBRUARY- 
MONTHLY 

588,083 

TOTAL ACRES x DELIVERABILITY 

1,099,665,158 

NET ACRES x DELIVERABILITY 

1,070,119,175 

NET ALLOCATION—MONTHLY 

14,516,875 

NET ALLOCATION MINUS RESTRICTED 
ALLOWABLES 

14,177,794 

FACTOR .01324880 


NO. WELLS 551 



CONNECTED ALLOWABLES M. C. F. 
KERR-McGEE OIL INDUSTRIES 1,134,231 

PHILLIPS PETROLEUM COMPANY 11,210,542 

SHAMROCK OIL & GAS CORPORATION 2,172,104 
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Operators are hereby notified as to the most recent deliver- 
abilities and rock pressures on all connected gas wells in 
the Texas-Hugoton area of the Panhandle District. These 
figures should be used in making reports to the Commis¬ 
sion until further notification. Operators are requested to 
check this report with their records and advise this office 
of any discrepancies. 

This schedule is calculated on deliverabilities of 1950. Acre¬ 
age assigned to wells is in accordance with Order No. 
10-12,677, dated June 28,1949. 

The field allocation was adjusted in accordance with the 
Commission Memorandum dated February 28, 1950. 

Wells designated by (*) are restricted to their maximum 
production for any one month during the previous balanc¬ 
ing period. 


[8485] 

Exhibit No. 134-B 

RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 
PAMPA, TEXAS 

GAS PRORATION SCHEDULE FOR WEST PANHANDLE 
FIELD—EFFECTIVE 7:00 A. M. APRIL 1, 1951, AND 
UNTIL FURTHER NOTICE 

JACK K. BAUMEL, CHIEF ENGINEER 

MONTHLY WELL ALLOWABLES FOR NATURAL GAS 
WELLS PRODUCING CRUDE OIL IN THE WEST 
PANHANDE FIELD 
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INSTRUCTIONS: 

(1) Operators are requested to advise this office of any 
differences which may exist between this schedule 
and their records. 

(2) Purchasers of gas shal lnotify this office of any 
connections as outlined in the Oil & Gas Circular 
16-B, Rule 8, Panhandle District of Texas. 

Note: Wells designated by (*) are restricted to their maxi¬ 
mum production for any one month during the previ¬ 
ous balancing period. 

No well on this schedule has been assigned an allow¬ 
able in excess of 25% of its daily open flow potential. 
Wells that have been reduced not to exceed 25% 
of their daily open flow potentials are designated by 
a pound mark (#). 

Wells designated by “H” are wells that are exempted 
from the proration orders by the Railroad Com¬ 
mission Order No. 10-16, 176, dated August 1, 1949, 
and are assigned an allowable of 25% of their AOF. 
Of the 850,680 MCF assigned these wells, only 840,- 
000 MCF has been deducted from the field allocation. 
* Allowables assigned to six (6) exempt wells was 
deducted from field allocation. 

Wells with (%) in status column are 25% wells that 
are not allowed to accumulate underproduction but 
have accumulated underproduction previously 
when they were not in the 25% status. 

CONNECTION ALLOWABLES—MCF 

Cabot Carbon Company 866,358 

Canadian River Gas Company 10,234,509 
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Canadian River Gas Company—Exempt 


(Helium Wells) 850,680 

Cities Service Gas Company 6,446,975 

Cities Service Oil Company 92,316 

City of Dumas 50,138 

City of Sunray 8,718 

Field Fuel 19,630 

Henderson Trust Company 955,629 

J. M. Huber Corporation 1,978,663 

Magnolia Petroleum Company 944,100 

Natural Gas Pipeline Company 9,424,030 

Northern Natural Gas Company 3,763,785 

Panhandle Eastern Pipe Line Company 6,636,306 
Phillips Petroleum Company 18,033,362 

Portland Gasoline Company 391,350 

Producers Utilities Corporation 10,228 

Shamrock Oil & Gas Corporation 8,898,259 

Shell Oil Company 68,721 

Skelly Oil Company 535,825 

Texas Gas & Power Corporation 168,979 

West Texas Gas Company 1,313,819 

•Exempt Wells 114,090 


Proration Basis: As outlined in the Commission Oil & Gas 
Docket No. 108, #10-13, 196, dated September 24, 1948, 
and as amended by Oil & Gas Docket No. 108, #10-13, 783, 
dated January 10, 1949. The field allocation was adjusted 
in accordance with the Commission Memorandum dated 
April 7, 1950. 


Total Number of Wells — 1998 


1291 


8909 


[8909] 

Exhibit No. 149 




* 

A 


[Note: This exhibit was rejected by the Examiner at record 
4341 and was not received in evidence. An offer of proof 
was made on page 4341 of the record by the Phillips Petro¬ 
leum Company .] 


EXPLORATION AND DEVELOPMENT COSTS 
AND RATIO TO NET INVESTMENT 



35 Natural 

Gas Companies 

In Southwest 
(1) 

30 Oil 
Companies 
(2) 

Phillips 

Petroleum 

Company 

E 


In Millions 

In Millions 

In Millions 

m 


Of Dollars Percent 

Of Dollars Percent 

Of Dollars Percent j 

Net Investment (Gas Plant Only 

for Natural Gas Companies) $ % 

$ % 

$ 

%♦ 

1946 

753.9 

5,369.3 

236.6 


1947 

1,067.7 

6,262.4 

291.4 

-4 

1948 

1310.4 

7,429.4 

395.6 


1949 

1,664.1 

8,705.8 

429.9 


1950 



465.8 



Expenditures 

$ 


% 

$ 

% 

$ 



1946 


0.17 

0.02 

97.0 

1.8 


6.6 

2.8 

1947 


0.05 

0.00 

123.0 

2.0 


7.6 

2.6 

1948 


0.05 

0.00 

156.0 

2.1 


105 

2.7 

1949 


0.15 

0.01 

162.0 

1.9 


85 

1.9 

1950 







9.0 

1.9 

Dry Hole Expenditures 

$ 


% 

$ 

% 

$ 



1946 


0.75 

0.10 

(2) 



5.1 

22 

1947 


0.43 

0.0*1 

(2) 



4.9 

1.7 

1948 


0.49 

0.0*1 

(2) 



6.1 

15 

1949 


1.09 

0.06 

(2) 



5.9 

1.4 

1950 







55 

12 

Delay Rentals 

$ 


% 

$ 

% 

$ 



1946 


0.88 

0.12 

44.0 

0.8 


2.1 

0.9 

1947 


1.00 

0.09 

47.0 

0.8 


2.2 • 

0.8 

1948 


1.14 

0.09 

53.0 

0.7 


2.8 

0.7 

1949 


0.95 

0.06 

63.0 

0.7 


4.8 

1.1 

1950 







4.7 

1.0 


1292 


% 


8910 


Additions to Leasehold 

Investment $ % $ % $ % 


1946 

0.70 

0.09 

(2) 

6.8 

2.9 

1947 

0.94 

0.09 

(2) 

9.0 

3.1 

1948 

0.84 

0.06 

(2) 

18.4 

4.7 

1949 

1.79 

0.11 

(2) 

5.7 

1.3 

1950 



11.0 

2.4 


Total Exploration Costs (Including 

Leasehold Additions) $ % $ % $ % 


1946 

2.49 

053 

(2) 


20.6 

8.7 

1947 

2.42 

0.23 

(2) 


23.7 

8.1 

1948 

253 

0.19 

(2) 


37.9 

9.6 

1949 

3.98 

0.24 

(2) 


24.7 

5.7 

1950 




305 

65 

Cost of Drilling 8c Equipping 
Producing Wells $ 


% 

$ 

% 

$ 


1946 

3.93 

052 

(2) 


14.4 

6.1 

1947 

256 

0.24 

(2) 


22.0 

75 

1948 

3.86 

0.29 

(2) 


36.7 

95 

1949 

7.24 

0.43 

(2) 


145 

3.4 

1950 




23.7 

5.1 


Total Expenditures for Exploration 


& Development 

-a 

$ 

% 

$ 

% 

$ 


1946 

6.42 

0.85 

787.0 

14.7 

35.1 

14.8 

1947 

4.98 

0.47 

999.0 

16.0 

45.7 

15.7 

1948 

659 

0.49 

1529.0 

17.9 

745 

18.8 

1949 

11.22 

0.67 

1,185.0 

13.6 

39.2 

9.1 

1950 





54.0 
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(1) Source: Annual reports filed with F. P. C. and F. P. C. Statistics. See attached list of 

companies included. 

(2) Source: Financial Analysis of Thirty Oil Companies published by The Chase National Bank 

which does not furnish a detail of some of the individual items shown for the 
Natural Gas Companies and for Phillips Petroleum Company. 

The Year 1950 is not available for the Natural Gas Companies or the 30 Oil Companies. 
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LIST OF THE CLASS A & B NATURAL GAS COM- 
PANIES REPORTING TO THE FEDERAL POWER 
COMMISSION WHICH OPERATE IN THE SEVEN 
(7) SOUTHWESTERN STATES OF ARKANSAS, 
KANSAS, LOUISIANA, MISSISSIPPI, NEW MEX¬ 
ICO, OKLAHOMA & TEXAS 

Arkansas Louisiana Gas Company 
Arkansas Oklahoma Gas Company 
Canadian River Gas Company 
Central Gas Utilities, The 
Cities Service Gas Company 
Colorado Interstate Gas Company 
Consolidated Gas Utilities Corporation 
El Paso Gas Transportation Corporation 
El Paso Natural Gas Company 
Hope Producing Company 
Interstate Natural Gas Company, Inc. 

Kansas Colorado Utilities, Inc. 

Kansas Nebraska Natural Gas Company, Inc. 
Kansas Power & Light Company, The 
Lone Star Gas Company 
Louisiana Nevada Transit Company 
Memphis Natural Gas Company 
Michigan Wisconsin Pipe Line Company 
Mississippi River Fuel Corporation 
Natural Gas Pipeline Company of America 
Northern Natural Gas Company 
Panhandle Eastern Pipeline Company 
Public Service Corporation of Texas 
Renosa Pipe Line Company 
Southern Natural Gas Company 
Southern Union Gas Company 
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Southwestern Public Service Company 
Tennessee Gas Transmission Company 
Texas Eastern Transmission Corporation 
Texas Gas Transmission Corporation 
Texoma Natural Gas Company 
Union Gas System, Incorporated 
United Gas Pipe Line Company 
West Texas Gas Company 
Zenith Gas System, Incorporated 

Class A & B Natural Gas Companies are those having 
annual gas operating revenues in excess of $250,000. 

[8912] 

LIST OF THE COMPANIES INCLUDED IN THE “FINAN¬ 
CIAL ANALYSIS OF THIRTY (30) OIL COMPAN¬ 
IES” PUBLISHED BY THE CHASE NATIONAL 
BANK OF THE CITY OF NEW YORK 

Amerada Petroleum Corporation 
Atlantic Refining Company (The) 

Barnsdall Oil Company (1946-1948 Inclu¬ 
sive) See Note (1) 

Cities Service Company (1949 Only) See 
Note (1) 

Continental Oil Company 
Gulf Oil Corporation 
Houston Oil Company of Texas 
Lion Oil Company 

Louisiana Land and Exploration Company 
(The) 

Mid-Continent Petroleum Corporation 
Ohio Oil Company (The) 

Pacific Western Oil Corporation 
Phillips Petroleum Company 
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Plymouth Oil Company 
Pure Oil Company (The) 

Richfield Oil Corporation 
Seaboard Oil Company of Delaware 
Shell Oil Company See Note (2) 

Sinclair Oil Corporation 
Skelly Oil Company 
Socony-Vacuum Oil Company 
Standard Oil Company of California 
Standard Oil Company (Indiana) 

Standard Oil Company (New Jersey) 
Standard Oil Company (Ohio) (The) 

Sun Oil Company 
Texas Company (The) 

Texas Gulf Producing Company 
Texas Pacific Coal and Oil Company 
Tide Water Associated Oil Company 
Union Oil Company of California 

(1) Cities Service Company has replaced 
Bamsdall Oil Company. The latter 
has been merged with Sunray Oil 
Corporation. 

(2) Name of Shell Oil Company prior to 
1949 was Shell Union Oil Corporation. 
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GENERAL INSTRUCTIONS 
Form GP-1 

1. The address as required on this report shall be clear and definite as to Street 
Number, City and State. 

2. This report is required of all plants extracting hydrocarbon liquids from nat¬ 
ural gas, including gasoline, butane, propane, condensate, kerosene, or other 
derivatives from natural gas, and refinery storage vapors, including recovery of 
liquids from drips. All gas volumes must be reported at a base pressure of 14.4 
pounds plus four ounces. All liquid quantities shown on this report shall be 
in barrels of 42 U. S. gallons based upon actual physical gauges computed from 
100% U. S. Tank Tables or other method of measurement approved by the 
Commission. DO NOT use fractions of thousands of cubic feet of gas, or frac¬ 
tions of barrels of liquids on this report. 

3. Include on this report only gas and vapors taken into gas processing plants. 
Make a separate report for each plant. Report on Form 3-266-A, Gas Produc¬ 
tion Report, all gas taken from wells and not taken into plant. Report on Form 
GP-1 all liquids recovered from drips and show in space provided for "Type of 
Plant” the word "Drip." 

4. This report shall be filed in four (4) duplicate originals with the Deputy Super¬ 
visor of the Railroad Commission of Texas for the district in which the plant is 
located as soon after the first of the month as possible for the preceding month, 
and never later than the fifteenth of the month. 

5. Do not report on this form operations of pressure maintenance or repressuring 
plant where gas is not processed for the recovery of liquid hydrocarbons: Use 
Form PM-1. If any space does not apply, fill in the word "None.” Please 
use typewriter if possible. 

6. Gas processing plants arc required to file Form GP-1 to report plant opera¬ 
tions; Form GP-2 to report production of all natural gas taken into plant; and 
Form GP-3 to report injection into reservoirs where pressure maintenance, 
recycling or repressuring is conducted. Where gas is taken into a plant from 
a transmission line for processing, show in space for "Number of Wells" the 
words "Main Line." (Does not apply to local gathering systems.) Show source 
of "Gas from Other Sources” and "Refinery and Storage Vapors.” 

7. In section "Disposition of Residue” show as follows: Fuel System: Gas used 
by yourself, sold, or given to others for use in drilling operations or for pump¬ 
ing wells; Lease Use: Gas used by yourself, sold or given for use in lease 
dwellings and other domestic uses; Gas Lift (Jetting): Gas used, sold, or given 
for injection through injection wells into oil sands to increase gas drive energy 
in secondary recovery operations—Restoring gas-drive energy in depleted res¬ 
ervoirs. Pressure Maintenance: Gas used, sold or given for injection into oil 
sands to maintain pressure at or near initial reservoir pressure or pressures at 
time injection of gas started. Recycling: Gas returned to original reservoirs 
after extraction of liquid hydrocarbons. Transmission Line: Gas to pipe line 
generally for the light and fuel market. 
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INSTRUCTIONS FORM GP-2 

1. Report on this form in four (4) duplicate originals all natural gas taken into 
plant. DO NOT include any natural gas produced and sold or otherwise dis¬ 
posed of and not taken into plant on this form, but report on Form 3-266-A. 

2. Report the volume of gas taken from oil wells (i.e., casinghead) by leases. 
The volume of gas taken from gas wells shall be reported separately for each 
well which is assigned a gas allowable on schedules issued by the Commission. 
In cases where no schedules of allowables are issued by the Commission, vol¬ 
umes of gas taken from gas wells may be reported by leases where two or more 
wells are located on the same lease and producing from the same reservoir, 
and where the average production does not exceed 100,000 cubic feet per well 
per day; or where the total production of all wells on the lease does not exceed 
25% of the open flow potential of the well on the lease having the lowest 
potential. 

3. Show under column “Kind of Gas” whether “Sweet,” “sour” (from gas wells), 
or "casinghead” gas. (Gas produced with oil.) 

4. Prepare a separate Form GP-2 for each reservoir. Segregate production by 
counties if more than one county included in reservoir; and segregate by kinds 
of gas (i.e., "sweet,” "sour” gas from gas wells, and “casinghead” gas from oil 
wells). Show name of well owner, lease name, kind of gas, well number, daily 
open flow potential, allowable (if assigned on schedule) and monthly take for 
each gas well. If permitted to report by lease totals as provided by paragraph 
2, show complete description of each gas well. All wells classified as gas wells 
shall be reported each month whether produced or shut-in. If no take show 
"None.” Show the name of well owner, lease name, kind of gas (casinghead), 
well numbers, and the monthly take from each lease in reporting gas taken 
from oil wells. If gas is classified as dry sweet, or dry sour, and produced 
from a Brandenhcad, shows the letters “BH" after the well number. 

5. Gas wells producing condensate and /or crude oil which are equipped with 
separators and where liquids are also gathered from leases are required to be 
reported separately and the take from each well shown. Report on Form BO-1 
all liquids gathered from separators on leases and not recovered in plants. 

6. If any well or wells are disconnected from or any new wells connected to 
reporting company’s gathering system, such changes shall be reported to the 
Commission by letter. Attach Forms GP-2 to Form GP-1 for each plant. 


INSTRUCTIONS FORM GP-3 

1. Gas processing plants which return gas to reservoirs in pressure maintenance, 
recycling or repressuring operations are required to report on this form the 
volume of gas or residue injected into each reservoir through each injection well. 

2. This report shall be prepared in four (4) duplicate originals and attached to 
Form GP-1. 
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Humble Oil & Refining Co, Crane, Texas Domestic 2,867 
Southern Union Gas Co, Crone, Texas Domestic 8,187 
Texo8-Ne?t Mexico Pipe Line Jo, Crane, Texas Domestic 2,195 
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identical to Record page 9-162 which appears at pages 1300-1301 
of this volume and therefor is not reprinted.] 
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[This page is identical to Record page 9462 which appears at pages 1300-1301 
of this volume and therefor is not reprinted.] 
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[This page is identical to Record page 9462 which appears at pages 1300-1301 
of this volume and therefor is not reprinted.] ' 
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Shell Oil Company Hobba, New Mexico Industrial 3*7^3 

El Paso Natural Gas Co, El Paso, Texas Industrial & Domestic 1,228,024 
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[9552] 

INSTRUCTIONS 

The addresses, as required on this report, shall be clear 
and definite as to Street Number, City and State. 

This report, including Sheet 2, shall be made by each 
Operator of a Gasoline Plant, Cycling Plant, or any other 
plant, at which gasoline, butane, propane, condensate, kero¬ 
sene, oil or other liquid products are extracted from nat¬ 
ural gas. 

This report, including Sheet 2, shall be filed in duplicate 
on or before the 15th day of each calendar month and shall 
be complete as to data covering the calendar month next 
preceding the date of filing. One executed copy shall be 
filed with the Oil Conservation Commission of Santa Fe, and 
one executed copy with the Lea County Proration Office 
at Hobbs. 

Note: “Deliveries” show under “Remarks” the name of 
the transporter and the quantity delivered to each, except 
deliveries to trucks may be reported in total only. 
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In the preparation of Sheet 2 of this report, group and 
report by unit the volumes of “Gas From Oil Wells” and 
the total thereof; group and report by well the volume of 
“Gas From Gas Wells” and the total thereof; report by 
each source the volume of “Gas From Other Sources” and 
the total thereof; and report the total intake Volume from 
all Sources. 

Make a separate report for each plant. 

Please use typewriter if possible. 

If any space does not apply fill in the word “NONE.” 
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El Paso Natural Cas Co* El Paso, Texa? Industrial & Domestic 2,471,109 

Witco Carbon Conpany Eunice, New Mexico Industrial 923,716 


_^L ant Production, Receipts, Deliveries and Stock in Barrels of 42 U. S. Gallons 

Pf<><io<t .. Owning Stock I R | Production j DcHrerie.* T 


9556 



L39 







9557 


• [9557] 




1398 

























9558 



j [9558] 


[This page is identical to Record page 9552 which appears at pages 1392-1393 
of this volume and therefor is not reprinted.] 


1399 


(Follow JniUucUoni on 8M«) 



9559 



1400 


El Pago Natural Cas Co. El Pbso, Texas Industrial & Domestic 2,326,837 

"Witco Carbon Company Eunice, New Mexico Industrial 1,026,339 
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KL Paso Natural Gas Co* KL Paso, Toxaa Industrial & Dooestic 2, 343,457 

Witco Carbon Conpany Eunice, New Mexico Industrial 987,767 
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Mitco Carbon Conpany Eunice, Hew Mexico Induct' 
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VOLUME V JOINT APPENDIX 


(Hntteti States Court of Appeals 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 11247 

STATE OF WISCONSIN AND PUBLIC SERVICE COMMISSION 
OF WISCONSIN, Petitioners 
versus 

FEDERAL POWER COMMISSION, Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Interveners. 


No. 11241 

CITY OF DETROIT, MICHIGAN, Petitioner, 
versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL., Intervenors. 


No. 11242 

CITY OF KANSAS CITY, MISSOURI, Petitioner, 
versus 


FEDERAL POWER COMMISSION, Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intervenors. 


No. 11245 

CITY OF MILWAUKEE, WISCONSIN, a Municipal Corporation. Petitioner. 

versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intervenors. 


No. 11252 

COUNTY OF WAYNE. MICHIGAN, Petitioner, 
versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intervenors. 


Review of An Order of the Federal Power Commission 
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